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EXTENSION OF PUBLIC LAW 480 


TUESDAY, JULY 14, 1959 


Hous or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 
The committee met at 10 a.m., Hon. Harold D. Cooley (chairman) 
presiding. 
rr ‘ ~ 
The CHAIRMAN. The committee will please be in order. 


The committee is beginning hearings today on several bills relating 
to the extension of Public Law 480. 


(The bills referred to follow :) 


[H.R. 2420, 86th Cong., Ist sess.] 


A BILL To authorize the Secretary of Agriculture to make long-term contracts for the 
disposal of surplus agricultural commodities, and for other purposes 


Be it enacted by the Senate and Heuse of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development 


and Assistance Act of 1954, as amended, is amended by adding thereto the 
following new title: 


“TITLE IV—LONG-TERM SUPPLY CONTRACTS 


“Sec. 401. The purpose of this title is to utilize agricultural commodities and 
the products thereof produced in the United States, including but not limited to 
agricultural commodities in surplus supply, to assist the economic development 
of friendly nations by assuring such nations a stable supply of agricultural 
commodities on long-term credit for domestic consumption during periods of 
economic development so that the resources and manpower of such nations 
may ve utilized more effectively for industrial and other domestic economic 
development without jeopardizing meanwhile adequate supplies of agricultural 
commodities for domestic use. 

“Sec. 402. In furtherance of this purpose, the Secretary of Agriculture is 
authorized to enter into agreements with friendly nations under the terms of 
which the United States shall undertake to deliver annually (a) certain quan- 
tities of wheat, rice, cotton, feed grains, or tobacco, or (b) such other surplus 
agricultural commodities as may from time to time be available, for periods of 
not to exceed ten years. 

“Sec. 403. Payment for such commodities shall be in dollars or in services or 
in strategic or other materials of which the United States does not domestically 
produce its requirements, as the Secretary may from time to time determine, 
with interest at such rate as the Secretary may determine but not more than 
2% per centum per year. Payments may be made in approximately equal 
annual amounts over periods of not to exceed forty years from the date of the 
last delivery of commodities under the agreement and interest shall be com- 
puted from the date of such last delivery. 

“Sec. 404. Any such agreement shall include the following undertakings on 
the part of the purchasing nation as conditions of such contract: 

“(1) That commodities provided hereunder will not replace any usual imports 
of the same or similar commodities by such nation from friendly nations; 

‘(2) That commodities provided hereunder will be used only for domestic 
consumption and that none of such commodities will be sold outside the pur- 
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chasing nation either directly or through replacement of domestic production; 

“(3) That all of the net proceeds derived by such nation from the sale or 
disribution of commodities made available hereunder shall be used for domestic 
economic development of a nature non-competitive in world trade with United 
States commercial exports or in the United States with domestic production, 

“Sec. 405. In entering into such agreements, the Secretary shall endeavor 
to reach agreement with other exporting nations of such commodities for their 
participation in the supply and assistance program herein authorized on a 
proportionate and equitable basis. 

“Sec. 406. In carrying out this title, the provisions of sections 101, 102, 103 (a), 
106, 107, and 108 of this Act shall be applicable to the extent not inconsistent 
with this title.” 


[H.R. 3066, 86th Cong., 1st sess. ]\ 


A BILL To authorize the Secretary of Agriculture to make long-term contracts for the 
disposal of surplus agricultural commodities, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development 
and Assistance Act of 1954, as amended, is amended by adding thereto the fol- 
lowing new title: 





TITLE IV—LONG-TERM SUPPLY CONTRACTS 

“Sec. 401. The purpose of this title is to utilize agricultural commodities and 
the products thereof produced in the United States, including but not limited 
to agricultural commodities in surplus supply, to assist the economic develop 
ment of friendly nations by assuring such nations a stable supply of agricultural 
commodities on long-term credit for domestic consumption during periods of eco- 
nomic development so that the resources and manpower of such nations may 
be utilized more effectively for industrial and other domestic economic develop 
ment without jeopardizing meanwhile adequate supplies of agricultural com- 
modities for domestic use. 

“Sec. 402. In furtherance of this purpose, the Secretary of Agriculture is 
authorized to enter into agreements with friendly nations under the terms of 
which the United States shall undertake to deliver annually (a) certain quan- 
tities of wheat, rice, cotton, feed grains, or tobacco, or (b) such other surplus 
agricultural commodities as may from itme to time be available, for periods 
of not to exceed ten years. 

“Sec. 403. Payment for such commodities shall be in dollars or in services or 
in strategic or other materials of which the United States does not domestically 
produce its requirements, as the Secretary may from time to time determine, 
with interest at such rate as the Secretary may determine but not more than 
21% per centum per year. *ayment may be made in approximately equal an- 
nual amounts over periods of not to exceed forty years from the date of the 
last delivery of commodities under the agreement and interest shall be com- 
puted from the date of such last delivery. 

“Sec. 404. Any such agreement shall include the following undertakings on 
the part of the purchasing nation as conditions of such contract: 

“(1) That commodities provided hereunder will not replace any usual im 
ports of the same or similar commodities by such nation from friendly nations; 

“(2) That commodities provided hereunder will be used only for domestie 
consumption and that none of such commodities will be sold outside the pur 
chasing nation either directly or through replacement of domestic production; 

“(3) That all of the net proceeds derived by such nation from the sale or 
distribution of commodities made available hereunder shall be used for domestic 
economic development of a nature noncompetitive in world trade with United 
States commercial exports or in the United States with domestic production. 

“Sec. 405. In entering into such agreements, the Secretary shall endeavor to 
reach agreement with other exporting nations of such commodities for their 
participation in the supply and assistance program herein authorized on a pro 
portionate and equitable basis. 

“Sec. 406. In carrying out this title, the provisions of sections 101, 102, 103 (a), 
106, 107, and 108 of this Act shall be applicable to the extent not inconsistent 
with this title.” 
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[H.R, 3976, 86th Cong., 1st sess.] 


A BILL To authorize the Secretary of Agriculture to make long-term contracts for the 
disposal of surplus agricultural commodities, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development and 
Assistance Act of 1954, as amended, is amended by adding thereto the following 
new title: 


“TITLE IV—LONG-TERM SUPPLY CONTRACTS 


“Sec. 401. The purpose of this title is to utilize agricultural commodities and 
the products thereof produced in the United States, including but not limited to 
agricultural commodities in surplus supply, to assist the economic development 
of friendly nations by assuring such nations a stable supply of agricultural 
commodities on long-term credit for domestic consumption during periods of 
economic development so that the resources and manpower of such nations 
may be utilized more effectively for industrial and other domestic economic 
development without jeopardizing meanwhile adequate supplies of agricultural 
commodities for domestic use. 

“Sec. 402. In furtherance of this purpose, the Secretary of Agriculture is 
authorized to enter into agreements with friendly nations under the terms of 
which the United States shall undertake to deliver annually (a) certain quanti- 
ties of wheat, rice, cotton, feed grains, or tobacco, or (b) such other surplus 
agricultural commodities as may from time to time be available, for period of 
not to exceed ten years. 

“Seco. 403. Payments for such commodities shall be in dollars or in services 
or in strategic or other materials of which the United States does not domestical- 
ly produce its requirements, as the Secretary may from time to time determine, 
with interest at such rate as the Secretary may determine but not more than 
2% per centum per year. Payment may be made in approximately equal annual 
amounts over periods of not to exceed forty years from the date of the last 
delivery of commodities under the agreement and interest shall be computed 
from the date of such last delivery. 

“Sec. 404. Any such agreement shall include the following undertakings on 
the part of the purchasing nation as conditions of such contract: 

“(1) That commodities provided hereunder will not replace any usual imports 
of the same or similar commodities by such nation from friendly nations; 

“(2) That commodities provided hereunder will be used only for domestic 
consumption and that none of such commodities will be sold outside the purchas- 
ing nation either directly or through replacement of domestic production ; 

“(3) That all of the net proceeds derived by such nation from the sale or 
distribution of commodities made available hereunder shall be used for domestic 
economic development of a nature noncompetitive in world trade with United 
States conumercial exports or in the United States with domestic production. 

“Sec. 405. In entering into such agreements, the Secretary shall endeavor to 
reach agreement with other exporting nations of such commodities for their 
participation in the supply and assistance program herein authorized on a 
proportionate and equitable basis. 

“Sec. 406. In carrying out this title, the provisions of sections 101, 102, 103(a), 
106, 107, and 108 of this Act shall be applicable to the extent not inconsistent 
with this title.” 


[H.R. 4041, 86th Cong., 1st sess.] 


A BILL To amend the Agricultural Trade Development and Assistance Act of 1954, to 
extend its operations for five years 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 103(b) of the Agricultural 
Trade Development and Assistance Act of 1954 is amended by striking out “July 
1, 1958” and inserting in lieu thereof “January 1, 1960”, by striking out “1959” 
and inserting in lieu thereof “1964”, and by striking out “$2,250,000,000”" and 
inserting in lieu thereof “$7,500,000,000”. 

Sec. 2. Section 109 and section 204 of such Act are each amended by striking 
out “1959” and inserting in lieu thereof “1964”. 
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[H.R. 4509, 86th Cong., 1st sess.]| 


A BILL To amend the Agricultural Trade Development and Assistance Act of 1954, to 
extend its operations for five years 


Be it enacted by the Senate and House of Representatives of the United States 


of America in Congress assembled, That section 103(b) of the Agricultural Trade | 


Development and Assistance Act of 1954 is amended by striking out “July 1, 
1958” and inserting in lieu thereof “January 1, 1960”, by striking out “1959” | 
and inserting in lieu thereof “1964”, and by striking out “$2,250,000,000” and 
inserting in lieu thereof “$7,500,000,000”. 

Sec. 2. Section 109 and section 204 of such Act are each amended by striking 


out “1959” and inserting in lieu thereof “1964’’. 


(H.R. 5139, 86th Cong., 1st sess.] 


A BILL To express and effectuate the policy of Congress with respect to the disposal of 
surplus agricultural commodities, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That it is the policy of Congress that not 
less than 20 per centum of the surplus agricultural commodities which are dis 
posed of outside the United States shall be exchanged for foreign materials or 
services of equivalent value to the United States. In furtherance of this policy, 
the Secretary of Agriculture is directed to take such steps as may be necessary 
to assure that in any fiscal year not to exceed 80 per centum of the agricultural 
commodities disposed of outside the United States from stocks of the Commodity 
Credit Corporation or through or with the assistance of any governmental pro- 
gram (which shall include but not be limited to all donations and all exports 
pursuant to the provisions of section 407 or section 416 of the Agricultural Act | 
of 1949, as amended, section 402 of the Mutual Security Act of 1954, as amended, 
and the Agricultural Trade Development and Assistance Act of 1954, as amended) | 
shall be disposed of other than pursuant to the provisions of section 303 of the! 
Agricultural Trade Development and Assistance Act of 1954, as amended, 





[H.R. 6410, 86th Cong., 1st sess.] 


A BILL To express and effectuate the policy of Congress with respect to the disposal of | 
surplus agricultural commodities, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United} 
States of America in Congress assembled, That it is the policy of Congress that} 
not less than 20 per centum of the surplus agricultural commodities which are! 
disposed of outside the United States shall be exchanged for foreign materials | 
or services of equivalent value to the United States. In furtherance cf this} 
policy, the Secretary of Agriculture is directed to take such steps as may be 
necessary to assure that in any fiscal year not to exceed SO per centum of the} 
agricultural commodities disposed of outside the United States from stocks of} 
the Commodity Credit Corporation or through or with the assistance of any} 
governmental program (which shall include but not be limited to all donations} 
and all exports pursuant to the provisions of section 407 or section 416 of the 
Agricultural Act of 1949, as amended, section 402 of the Mutual Security Act! 
of 1954, as amended, and the Agricultural Trade Development and Assistance] 
Act of 1954, as amended) shall be disposed of other than pursuant to the provi] 
sions of section 303 of the Agricultural Trade Development and Assistance Act} 
of 1954, as amended. 

[H.R. 6526, 86th Cong., 1st sess. ] | 
A BILL To promote the foreign policy of the United States and help build essential world | 
conditions of peace by the more effective use of United States agricultural commodities | 


for the relief of human hunger and for promoting economic and social development in less 
developed countries 


Be it enacted by the Senate and House of Representatives of the United States’ 
of America in Congress assembled, That Public Law 480 of the Eighty-third Con} 
gress, as amended, is further amended as follows: 

(1) The first section (which provides the short title) is amended to read as 


follows: 
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“That this Act may be cited as ‘The International Food for Peace Act of 
959’.” : . 
" (2) Section 2 (which consists of a statement of policy) is amended to read as 


follows: 
“CONGRESSIONAL FINDINGS AND POLICY 


“Spo. 2. (a) Because of the increased productivity made possible by science and 
technology, there is now, for the first time in history, no reason in physical 
searcity for the continued existence of hunger—anywhere on this earth. It is 
now possible and practical for mankind to take cooperative steps to abolish 
human hunger. 

“This being so, massive hunger and suffering from want of clothing, existing 
in the world in the shadow of unused present and potential surpluses of food 
and fiber, are no longer tolerable, either morally, politically, or economically. 

“The Congress, while recognizing the difficult international, political, and eco- 
nomic problems that lie between hunger and want of clothing in many parts of 
the world and food and fiber surpluses in others, declares it to be the policy of 
the United States to move as rapidly as possible in cooperation with other 
friendly nations, toward putting its abundance of food and fiber more effectively 
in the service of human need. 

“(b) Peoples who comprise one-third of the human race have in our generation 
achieved national independence (or are in the process of doing so) and are in 
revolt against the poverty, ignorance, disease, inferior status, and lack of oppor- 
tunity which have always been their lot. They are determined to achieve that 
economic and social development necessary to national dignity and individual 
well-being. To mobilize their resources with reasonable speed and develop 
their economies to a point where they are self-propelled and self-sustaining they 
require substantial outside aid over a considerable period of years. If that aid 
is adequately forthcoming from the free world, they have a good chance to ac- 
complish their purposes in freedom, remaining a part of the free world and 
contributing to its strength and well-being. If it is not forthcoming, their 
alternative is to seek it in the Communist world, and in the process to surrender 
both personal and national freedom. Deeply aware of and sympathetic with the 
aspirations of the world’s peoples who seek in freedom greater national dignity 
and individual well-being, the Congress declares it to be the policy of the United 
States to help them achieve those aspirations. The Congress recognizes that 
for this purpose a number of different kinds of aid are required, but that among 
them food and fiber aid is a highly important form and one whose effectiveness 
can be greately increased. The Congress declares that the agricultural abun- 
dance of the United States is not an embarrassment but a blessing to be used in 
the service of mankind, that it should be so used to the maximum extent possible, 
and that if it is so used it can help build essential conditions of world peace and 
freedom. 

“(c) To achieve those larger purposes, the Congress directs that this Act shall 
be administered (1) so as to help other countries carry forward their own 
national or regional plans for development in freedom and independence; (2) so 
as to support the efforts and programs of the United Nations, its specialized 
agencies and affiliated organizations, and regional organizations of friendly 
countries, directed toward the same ends (3) so as to leave wide latitude in 
working out details of national agreements and projects to United States Chiefs 
of Missions in negotiations with the governments concerned and (4) so as to 
enlist the cooperation of other countries in putting agricultural surpluses more 
effectively in the service of human need and the economic and social develop- 
ment of less developed countries. 

“(d) It is also declared to be the policy of Congress to expand international 
trade among the United States and friendly nations, to facilitate the converti- 
bility of currency, to promote the economic stability of American agriculture, 
and the national welfare, to make maximum efficient use of surplus agricultural 
commodities in furtherance of the foreign policy of the United States, and to 
stimulate and facilitate the expansion of foreign trade in agricultural com- 
modities produced in the United States by providing a means whereby surplus 
agricultural commodities in excess of the usual marketings of such commodities 
may be sold through private trade channels, and foreign currencies accepted in 
payment thereof. It is further the policy to use foreign currencies which accrue 
to the United States under this Act to expand international trade, to encourage 
economic development to purchase strategic materials, to pay United States 
obligations abroad, to promote collective strength, and to foster in other ways 
the foreign policy of the United States.” 
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(3) Section 101 (which relates to the negotiation of agreements) is amended 
by striking out “and” at the end of paragraph (d), by changing She period at 
the end of paragraph (e) to a semicolon, and by adding at the end of such gee. 
tion the following new paragraphs: 

“(f) seek, insofar as possible, to enter into such agreements for periods 
in excess of one year; and 

“(g) give maximum attention to utilizing the authority and funds pro. 
vided by this Act to further the economic and social development plang of 
underdeveloped countries.” 

(4) Section 103(b) (prescribing limit on appropriations) is amended to read 
as follows: 

“(b) Agreements shall not be entered into under this title during the period 
beginning July 1, 1959, and ending June 30, 1964, which will call for appropria. 
tions to reimburse the Commodity Credit Corporation, pursuant to subsection 
(a) of this section, in amounts in excess of $2,000,000,000 annually, plus any 
amount by which agreements entered into in prior years have called or will call 
for appropriations to reimburse the Commodity Credit Corporation in amounts 
less than authorized for such prior fiscal years by this Act as in effect during 
such fiscal years.” 

(5) Section 103 is further amended by adding at the end thereof the follow. 
ing new subsection: 

“(c) In carrying out programs and activities under this title, the President 
shall, insofar as possible, coordinate such programs and activities with other 
United States and international programs and activities directed toward the 
same end.” 

(6) Section 104(e) (relating to loans for trade expansion) is amended by 
striking out “Export-Import Bank for loans mutually agreeable to said bank” 
and inserting in lieu thereof “United States Development Loan Fund created 
by title II of chapter II of the Mutual Security Act of 1954, as amended, for 
loans mutually agreeable to said Fund”, and by inserting before the semicolon at 
the end thereof a colon and the following: “Provided further, That funds which 
have accrued under this section and which are uncommitted may at the discre 
tion of the President, be placed under the administration of the Development 
Loan Fund”. 

(7) Section 104(g) (relating to the promotion of trade and economic devel- 
opment) is amended to read as follows: 

“(g) For loans and grants to promote multilateral trade and economic devel- 
opment, made through established banking facilities of the friendly nation 
from which the foreign currency was obtained or in any other manner which 
the President may deem to be appropriate. Interest on loans made under this 
subsection shall be at such rate, not to exceed 2144 per centum per annum, as 
the President shall determine. Strategic materials, services, or foreign cur 
rencies may be accepted in payment of such loans;” 

(8) Section 104(h) (relating to international educational exchange activi- 
ties) is amended by striking out the words “in such amounts as may be specified 
from time to time in appropriation Acts” and by striking out the semicolon at 
the end thereof and inserting in lieu thereof a period and the following: “Such 
currencies may also be used for making grants to United States nonprofit or- 
ganizations and institutions for carrying out such exchange of persons projects 
under this paragraph between the United States and other countries as may be 
agreed upon between such organizations and institutions and the Secretary of 
State, but no such grants shall be made to any organization or institution whid 
does not agree to provide the dollar funds which the Secretary of State deems 
necessary to carry forward agreed projects to a successful conclusion ;”. 

(9) Section 104(k) (relating to scientific activities) is amended by striking 
out “but no foreign currencies shall be used for the purposes of this subsection 
(k) unless specific appropriations be made therefor” and inserting in lieu thereof 
the following: “and to promote and support programs of medical and scientifie 
research, cultural and educational development, health, nutrition, and sanita- 
tion”. 

(10) Section 104(0) (relating to assistance to educational facilities sponsored 
by United States citizens) is amended by striking out so much thereof as fol 
lows the semicolon. 

(11) Section 104 (relating to uses of foreign currencies) is amended by it 
serting after paragraph (o) the following new paragraphs: 

“(p) For supporting workshops in American studies or American educational 
techniques, and supporting chairs in American studies. 
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“(q) For financing technicians and other personnel of the United Nations Food 
and Agricultural Organization and World Health Organization (including neces- 
sary equipment and supplies) engaged in (i) consulting and advising 
on, conducting, or administering Government programs designed to relieve 
chronic hunger and malnutrition, (ii) consulting and advising on programs for 
the storage, management, and operation of national food reserves, or (iii) train- 
ing local technical, administrative, and other personnel neded to carry out 
such programs ; 

“(r) For financing research, surveys, conferences, publicity, and other ac- 
tivities which the President shall find to be helpful in support of the projected 
‘free the world from hunger’ campaign of the United Nations Food and Agri- 
eulture Organization ; and for such purposes and the purposes of paragraph (q) 
any currencies of any country available under this Act may be transferred to 
and used in any other country ; 

“(s) For financing local currency cost components of projects undertaken by 
the United Nations Special Fund for which such Fund pays foreign exchange 
costs ; 

“(t) For contributions, in addition to United States dollar contributions, 
to the capital fund of any international development association or organization 
of which the United States is a member which may be established as an affiliate 
of the International Bank for Reconstruction and Development for the purpose 
of making long-term loans for economic development ; 

“(u) For financing the preparation, distribution, and exhibiting of audio- 
visual informational and educational materials, including Government mate- 
rials abroad ; 

“(y) For transfer to the International Finance Corporation for the purpose 
of promoting private investment abroad under such arrangement as may be 
agreed upon between the President, said Corporation, and the country whose 
currency is involved. 

“(w) For financing the services of technicians, advisers, and administrators 
who are nationals of any friendly country, which may be needed to further eco- 
nomie and social development programs in other friendly countries; 

“(x) For financing relief and rehabilitation projects undertaken following 
disasters or for assistance to refugees.” 

(12) Section 104 is further amended by inserting before the period at the 
end thereof a comma and the following: “and from time to time release for the 
general purposes of this title funds that may have accrued in excess of pro- 
spective needs for payment of United States obligations’”’. 

(13) Section 106 (which relates to determination of nations with which 
agreements shall be negotiated) is amended by striking out the words “Secre- 
tary of Agriculture” where they appear the second time and inserting in lieu 
thereof “President”. 

(14) Section 107 (which defines “friendly nation’) is amended by inserting 
before the period at the end thereof a colon and the following: “Provided, 
That such term shall not exclude any nation referred to in clause (2) if the 
President determines that the making and carrying out of agreements with 
such nation under this Act will be in the interest of attaining the foreign-policy 
objectives of the United States”. 

(15) Section 109 (which relates to the duration of the program under title I) 
is amended by striking out “December 31, 1959” and inserting in lieu thereof 
“June 30, 1964’. 

(16) Section 202 (authorizing grants of surplus commodities for famine 
relief) is amended by striking out “with friendly governments or through vol- 
untary agencies” and inserting in lieu thereof “by or with friendly govern- 
ments or voluntary relief agencies to carry out the purposes of section 201 and 
to assist friendly nations in establishing, expanding, or carrying out programs, 
including programs undertaken with the assistance of experts and technicians 
of the United Nations Food and Agriculture Organization, and the World 
Health Organizaiton for the relief of chronic hunger and malnutrition”. 

(17) Section 208 (which imposes limits on expenditures under title II) is 
amended by striking out the first sentence and inserting in lieu thereof the fol- 
lowing: “Not more than $250,000,000, including the Corporation’s investment in 
the commodities, shall be expended annually for all such transfers and for other 
costs authorized by this title.” 

_ (18) Section 204 (which relates to the duration of the program under title IT) 
is amended by striking out “December 31, 1959” and inserting in lieu thereof 
“June 30, 1964”. 
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(19) Section 304(b) (which prohibits certain transactions with the Union 
of Soviet Socialist Republics and areas dominated or controlled by the Commu- 
nist regime in China), is amended by striking out ‘title I or title III” and inserting 
in lieu thereof “title I, title III, title IV, and title V, or title VI”. 

(20) Title III is further amended by adding at the end thereof a new section 
as follows: 

“Src. 306. Notwithstanding any other provision of law, the Commodity Credit 
Corporation is hereby directed— 

“(1) to dispose of its stocks of edible oils or products thereof by donation, 
upon such terms and conditions as the Secretray of Agriculture deems 
appropriate, to nonprofit voluntary agencies registered with the Department 
of State, appropriate agencies of the Federal Government or international 
organizations, for use in the assistance of needy persons outside the United 
States ; 

“(2) to purchase for donation as provided above such quantities of edible 
oils and the products thereof as the Secretary determines will maintain the 
support level for cottonseed and soybeans without requiring the acquisition 
of such commodities under the price support program. 

Jommodity Credit Corporation may incur such additional costs with respect to 
commodities to be donated hereunder as it is authorized to incur with respect to 
food commodities disposed of under section 416 of the Agricultural Act of 1949, 
and may pay ocean freight charges from United States ports to designated ports 
of entry abroad.”’ 

(21) Such Act is further amended by adding at the end thereof the following 
new titles: 

“TITLE IV—LONG-TERM SUPPLY CONTRACTS 


“Sec. 401. The purpose of this title is to utilize agricultural commodities and 
the products thereof produced in the United States, including but not limited to 
agriculural commodities in surplus supply, to assist the economic development 
of friendly nations by assuring such nations a stable supply of agricultural com- 
modities on long-term credit for domestic consumption during periods of economic 
development so that the resources and manpower of such nations may be utilized 
more effectively for industrial and other domestic economic development without 
jeopardizing meanwhile adequate supplies of agricultural commodities for 
domestic use. 

“Sec. 402. In furtherance of this purpose, the President is authorized to enter 
into agreements with friendly nations under the terms of which the United 
States shall undertake to deliver annually (a) certain quantities of wheat, rice, 
cotton, feed grains, or tobacco, or (b) such other surplus agricultural commodi- 
ties as may from time to time be available, for periods of not to exceed ten 
years. 

“Sec. 403. Payment for such commodities shall be in dollars or in services or 
in strategic or other materials of which the United States does not domestically 
produce its requirements, as the President may from time to time determine, 
with interest at such rate as the President may determine but not more than 24% 
per centum per year. Payment may be made in approximately equal annual 
amounts over periods of not to exceed forty years from the date of the last 
delivery of commodities under the agreement and interest shall be computed from 
the date of such last delivery. 

“Sec. 404. Any such agreement shall include the following undertakings on 
the part of the purchasing nation as conditions of such contract: 

“(1) That commodities provided hereunder will not replace any usual im- 
ports of the same or similar commodities by such nation from friendly nations; 

“(2) That commodities provided hereunder will be used only for domestic 
consumption and that none of such commodities will be sold outside the purchas- 
ing nation either directly or through replacement of domestic production. 

“Sec. 405. In entering into such agreements, the President shall endeavor to 
reach agreement with other exporting nations of such commodities for their par- 
ticipation in the supply and assistance program herein authorized on a propor- 
tionate and equitable basis. 

“Sec. 406. In carrying out this title, the provisions of sections 101, 102, 108(a), 
106, 107, and 108 of this Act shall be applicable to the extent not inconsistent 
with this title. 


“TITLE V—NATIONAL FOOD RESERVES 


“Sec. 501. The President is authorized to implement the resolution adopted by 
the United Nations on February 20, 1957 (United Nations Resolution 1025 [XI]}), 
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which was sponsored by the United States, calling for international cooperation 
in the establishment of national food reserves by making transfers of surplus 
agricultural commodities for the purpose of establishing such reserves. The 
Yommodity Credit Corporation shall make available to the President out of its 
stocks such agricultural commodities as he may request for this purpose. 

“Sec, 502. In making transfers under this title, the President may provide for 
delivery f.o.b. vessels in United States ports and, upon a determination by the 
President that it is necessary to accomplish the purposes of such resolution, for 
the payment of ocean freight charges from United States ports to designated 
ports of entry abroad, and for furnishing of technical and other assistance in 
providing storage facilities for the food reserves so established. 

“Spo. 508. (a) No assistance under this title shall be furnished to any nation 
or organization of nations unless such nation or organization agrees— 5 

(1) to use the commodities furnished under this title to establish national 
food reserves ; 

“(2) to maintain the food reserves so established at agreed levels; 

“(3) to consult with and utilize the services of experts and technicians 
of the United Nations Food and Agriculture Organization with respect to 
technical problems of storage, management, and operation of national food 
reserves; 

“(4) to maintain and operate such reserves in such manner that they 
will not interfere with nermal commercial trade of the United States or 
other friendly nations. 

“(b) The President is authorized to make transfers of commodities under title 
Il wherever necessary to replenish reserves which are depleted as a result of 
famine or other urgent or exiraordinary relief requirements. 

“Sec. 504. There are hereby authorized to be appropriated such sums as may 
be necessary to carry out the provisions of this title. Sums appropriated for 
such purpose shall be available to reimburse the Commodity Credit Corpora- 
tion for the Corporation’s investment in commodities transferred hereunder and 
for all costs referred to in section 103(a). 

“Src. 505. No grants or other assistance shall be furnished under this title after 
June 30, 1964. 


“TITLE VI—BINATIONAL FOUNDATIONS 


“Sec. 601. (a) The President is authorized to negotiate and carry out agree 
ments with friendly nations to provide for the establishment in such countries 
of nonprofit foundations to foster and promote research, education, health, and 
public welfare. 

“(b) A foundation established under this title shall be under the direction of 
a board of trustees consisting of- 

“(1) a number, to be determined by the agreement between the United 
States and the country in which the foundation is located, of the nationals of 
such country appointed by the Government thereof; 

“(2) an equal number of nationa!s of the United States (one of whom shall 
be the chief of the United States diplomatic mission to such country) ap- 
pointed by the President ; and 

“(3) one member, who shall be chairman, who shall be appointed by the 
Government of such country with the approval of a majority of the members 
appointed as provided in clauses (1) and (2). 

Members of a board of trustees shall serve at the pleasure of the appointing au- 
thority, and vacancies shall be filled in the same manner as in the case of the 
original appointments, 

“Sec. 602. Notwithstanding the provisions of section 1415 of the Supplemental 
Appropriation Act 1953, or any other provision of law, the President is authorized 
to grant to any foundation established under this title for use in carrying out the 
purposes specified in section GO01(a) any unexpended local currencies which ac- 
crue to the United States, as repayments of principal or payment of interest 
on loans heretofore or hereafter made by the United States under section 104. 
Any such currencies may be used for direct expenditure, or may be invested and 
the proceeds used, for carrying out this title. 


“TITLE VII—ADMINISTRATION 


“Sec. 701. (a) There is hereby established in the Executive Office of the Presi- 
dent an agency to be known as the Peace Food Administration, which shall be 
headed by a Peace Food Administrator appointed by the President by and with 

44273—_59—_—_2 
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the advice and consent of the Senate. The Peace Food Administrator shall serve 
at the pleasure of the President and shall receive compensation at the rate of 
$21,000 per annum. 

“(b) (1) The President shall carry out the functions conferred upon him by 
this Act and section 402 of the Mutual Security Act of 1954, as amended, either 
directly or through the Peace Food Administrator. 

“(2) The President is authorized to transfer to the Peace Food Administrator 
the functions of any other agency which he determines are related to the fune- 
tions of, and can be more effectively or economically carried out by, the Peace 
Food Administrator, together with any personnel or property used primarily in 
earrying out such functions. 

“(e) The Peace Food Administrator is authorized to make such expenditures 
and appoint and fix the compensation of such personnel as may be necessary to 
enable him to carry out his functions. 

“Sec, 702. (a) There is hereby established a Peace Food Policy Committee 
which shall consist of an Assistant Secretary, or officer of comparable level, of 
each of the following departments or agencies: Departments of State, Treasury, 
Agriculture, Commerce, Health, Education, and Welfare, and the International 
Cooperation Administration. 

“(b) It shall be the duty of the Peace Food Policy Committee to advise and 
consult with the Peace Food Administrator concerning the administration of this 
Act. The Committee shall meet from time to time upon request of the Peace 
Food Administrator and at such other times as it may deem necessary. 

“Sec. 703. (a) There is hereby established a Peace Food Advisory Committee 
which shall consist of representatives of the following and such other groups as 
the President deems advisable who shall be appointed by the President for terms 
of two years: 

“(1) The major agricultural organizations; 

“(2) Exporters of food and fiber ; 

“(3) Voluntary agencies such are CARE and church groups; 

“(4) Educational groups; and 

“(5) Voluntary health groups. 

“(b) It shall be the duty of the Peace Food Advisory Committee to advise 
and consult with the Peace Food Administrator, and to make such recommenda- 
tions as it deems advisable, concerning the administration of this Act. The 
Committee shall meet from time to time upon request of the Peace Food Adminis- 
trator and at such other times as it may deem necessary. In carrying out its 
duties under this Act, the Committee shall invite a representative of the United 
Nations Food and Agriculture Organization to meet with the Committee in order 
that, through him, the views of other exporting countries might be heard and 
their interests taken into account. 

“(c) Members of the Advisory Committee shall be entitled, while attending 
meetings of the Committee, to receive compensation at the rate of $50 per 
diem, and while away from their homes or regular places of business they may 
be allowed travel expenses, including per diem in lieu of subsistence, as author- 
ized by law for persons in the Government service employed intermittently. 

“Sec. 704. In negotiating agreements under this Act, the President shall give 
due consideration to the internal and external political and economic conditions 
of the countries concerned by drawing upon the appropriate title or titles of 
this Act in such manner as to carry out more effectively the policy sét forth 
in section 2.” 


(H.R. 6530, 86th Cong., 1st sess.] 


A BILL To promote the foreign policy of the United States and help build essential world 
conditions of peace by the more effective use of United States agricultural commodities 
for the relief of human hunger and for promoting economic and social development in 
less developed countries 


je it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That Public Law 480 of the Eight-third Con- 
gress, as amended, is further amended as follows: 

(1) The first section (which provides the short title) is amended to read as 
follows: 

“That this Act may be cited as ‘The International Food for Peace Act of 
1959”.” 

(2) Section 2 (which consists of a statement of policy) is amended to read as 
follows: 
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“CONGRESSIONAL FINDINGS AND POLICY 


“Src. 2. (a) Because of the increased productivity made possible by science and 
technology, there is now, for the first time in history, no reason in physical 
scarcity for the continued existence of hunger—anywhere on this earth. It is 
now possible and practical for mankind to take cooperative steps to abolish 
human hunger. 

“This being so, massive hunger and suffering from want of clothing, existing in 
the world in the shadow of unused present and potential surpluses of food and 
fiber, are no longer tolerable, either morally, politically, or economically. 

“The Congress, while recognizing the difficult international, political, and 
economic problems that lie between hunger and want of clothing in many parts of 
the world and food and fiber surpluses in others, declares it to be the policy of 
the United States to move as rapidly as possible in cooperation with other 
friendly nations, toward putting its abundance of food and fiber more effectively 
in the service of human need. 

“(b) Peoples who comprise one-third of the human race have in our generation 
achieved national independence (or are in the process of doing so) and are in 
revolt against the poverty, ignorance, disease, inferior status, and lack of 
opportunity which have always been their lot. They are determined to achieve 
that economic and social development necessary to national dignity and individual 
well-being. To mobolize their resources with reasonable speed and develop their 
economies to a point where they are self-propelled and self-sustaining they 
require substantial outside aid over a considerable period of years. If that aid 
is adequately forthcoming from the free world, they have a good chance to 
accomplish their purposes in freedom, remaining a part of the free world and 
contributing to its strength and well-being. If it is not forthcoming, their alter- 
native is to seek it in the Communist world, and in the process to surrender 
both personal and national freedom. Deeply aware of and sympathetic with the 
aspirations of the world’s peoples who seek in freedom greater national dignity 
and individual well-being, the Congress declares it to be the policy of the United 
States to help them achieve those aspirations. The Congress recognizes that for 
this purpose a number of different kinds of aid are required, but that among 
them food and fiber aid is a highly important form and one whose effectiveness 
can be greatly increased. The Congress declares that the agricultural abundance 
of the United States is not an embarrassment but a blessing to be used in the 
service of mankind, that it should be so used to the maximum extent possible, and 
that if it is so used it can help build essential conditions of world peace and 
freedom. 

“(c) To achieve these larger purposes, the Congress directs that this Act shall 
be administered (1) so as to help other countries carry forward their own 
national or regional plans for development in freedom and independence; (2) 
so as to support the efforts and programs of the United Nations, its specialized 
agencies and affiliated organiaztions, and regional organiaztions of friendly 
countries, directed toward the same ends; (3) so as to leave wide latitude in 
working out details of national agreements and projects to United States Chiefs 
of Missions in negotiations with the governments concerned; and (4) so as to 
enlist the cooperation of other countries in putting agricultural surpluses more 
effectively in the service of human need and the economic and social develop- 
ment of less developed countries. 

“(d) It is also declared to be the policy of Congress to expand international 
trade among the United States and friendly nations, to facilitate the converti- 
bility of currency, to promote the economic stability of American agriculture, 
and the national welfare, to make maximum efficient use of surplus agricultural 
commodities in furtherance of the foreign policy of the United States, and to 
stimulate and facilitate the expansion of foreign trade in agricultural commodi- 
ties produced in the United States by providing a means whereby surplus 
agricultural commodities in excess of the usual marketings of such commodities 
may be sold through private trade channels, and foreign curriencies accepted 
in payment thereof. It is further the policy to use foreign curriencies which 
accrue to the United States under this Act to expand international trade, to 
encourage economic development to purchase strategic materials, to pay 
United States obligations abroad, to promote collective strength, and to foster in 
other ways the foreign policy of the United States.” 

(3) Section 101 (which relates to the negotiation of agreements) is amended 
by striking out “and” at the end of paragraph (d), by changing the period at 
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the end of paragraph (e) to a semicolon, and by adding at the end of such 
section the following new paragraphs: 
“(f) seek, insofar as possible, to enter into such agreements for periods 
in excess of one year ; and 
“(g¢) give maximum attention to utilizing the authority and funds pro- 
vided by this Act to further the economic and social development plans of 
underdeveloped countries.” 

(4) Section 103(b) (prescribing limit on appropriations) is amended to read 
as follows: 

“(b) Agreements shall not be entered into under this title during the period 
beginning July 1, 1959, and ending June 30, 1964, which will call for appropria- 
tions to reimburse the Commodity Credit Corporation, pursuant to subsection 
(a) of this section, in amounts in excess of $2,000,000,000 annually, plus any 
amount by which agreements entered into in prior years have called or will call 
for appropriations to reimburse the Commodity Credit Corporation in amounts 
less than authorized for such prior fiscal years by this Act as in effect during 
such fiseal years.” 

(5) Section 103 is further amended by adding at the end thereof the following 
new subsection : 

“(c) In carrying out programs and activities under this title, the President 
shall, insofar as possible, coordinate such programs and activities with other 
United States and international programs and activities directed toward the 
same end.” 

(6) Section 104(e) (relating to loans for trade expansion) is amended by 
striking out “Export-Import Bank for loans mutually agreeable to said bank” 
and inserting in lieu thereof “United States Development Loan Fund created 
by title II of chapter II of the Mutual Security Act of 1954, as amended, for 
loans mutually agreeable to said Fund’, and by inserting before the semicolon 
at the end thereof a colon and the following: “Provided further, That funds 
which have accrued under this section and which are uncommitted may at the 
discretion of the President, be placed under the administration of the Develop- 
ment Loan. Fund”. 

(7) Section 104(g) (relating to the promotion of trade and economic develop- 
ment) is amended to read as follows: 

“(¢) For loans and grants to promote multilateral trade and economic de- 
velopment, made through established banking facilities of the friendly nation 
from which the foreign eurrency was obtained or in any other manner which 
the President may deem to be appropriate. Interest on loans made under this 
subsection shall be at such rate, not to exceed 214 per centum per annum, as the 
President shall determine. Strategic materials, services, or foreign currencies 
may be accepted in payment of such loans ;”. 

(8) Section 104(h) (relating to international educational exchange activities) 
is amended by striking out the words ‘“‘in such amounts as may be specified from 
time to time in appropriation Acts” and by striking out the semicolon at the 
end thereof and inserting in lieu thereof a period and the following: ‘‘Such cur- 
rencies may also be used for making grants to United States nonprofit organiza- 
tions and institutions for carrying out such exchange of persons projects under 
this paragraph between the United States and other countries as may be agreed 
upon between such organizations and institutions and the Secretary of State, 
but no such grants shall be made to any organization or institution which does 
not agree to provide the dollar funds which the Secretary of State deems neces- 
Sary to carry forward agreed projects to a successful conclusion ;”. 

(9) Section 104(k) (relating to scientific activities) is amended by striking 
out “but no foreign currencies shall be used for the purposes of this subsection 
(k) unless specific appropriations be made therefor’ and inserting in lieu 
thereof the following: “and to promote and support programs of medical and 
scientific research, cultural and educational development, health, nutrition, and 
sanitation”. 

(10) Section 104(0) (relating to assistance to educational facilities sponsored 
by United States citizens) is amended by striking out so much thereof as follows 
the semicolon. 

(11) Section 104 (relating to uses of foreign currencies) is amended by insert- 
ing after paragraph (0) the following new paragraphs: 

“(p) For supporting workshops in American studies or American educational 
techniques, and supporting chairs in American studies. 

“(q) For financing technicians and other personnel of the United Nations 
Food and Agriculture Organization and World Health Organization (including 
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necessary equipment and supplies) engaged in (i) consulting and advising on, 
conducting, or administering Government programs designed to relieve chronic 
hunger and malnutrition, (ii) consulting and advising on programs for the 
storage, management, and operation of national food reserves, or (iii) training 
local technical, administrative, and other personnel needed to carry out such 
programs , F eke Reis 

“(r) For financing research, surveys, conferences, publicity, and other activities 
which the President shall find to be helpful in support of the projected ‘free the 
world from hunger’ campaign of the United Nations Food and Agriculture 
Organization , and for such purposes and the purposes of paragraph (q) any 
currencies of any country available under this Act may be transferred to and 
used in any other country ; 

“(g) For financing local currency cost components of projects undertaken 
by the United Nations Special Fund for which such Fund pays foreign exchange 
costs ; 

“(t) For contributions, in addition to United States dollar contributions, to 
the capital fund of any international development association or organization of 
which the United States is a member which may be established as an affiliate 
of the International Bank for Reconstruction and Development for the purpose 
of making long-term loans for economic development ; 

“(u) For financing the preparation, distribution, and exhibiting of audiovisual 
informational and educational materials, including Government materials, 
abroad ; 

“(v) For transfer to the International Finance Corporation for the purpose 
of promoting private investment abroad under such arrangement as may be 
agreed upon between the President, said Corporation, and the country whose 
eurrency is involved; 

“(w) For financing the services of technicians, advisers, and administrators 
who are nationals of any friendly country, which may be needed to further 
economic and social development programs in other friendly countries ; 

“(x) For financing relief and rehabilitation projects undertaken following 
disasters or for assistance to refugees.” 

(12) Section 104 is further amended by inserting before the period at the 
end thereof a comma and the following: “and from time to time release for the 
general purposes of this title funds that may have accrued in excess of prospective 
needs for payment of United States obligations”. 

(13) Section 106 (which relates to determination of nations with which agree- 
ments shall be negotiated) is amended by striking out the words “Secretary of 
Agriculture” where they appear the second time and inserting in lieu thereof 
“President”. 

(14) Section 107 (which defines “friendly nation”) is amended by inserting 
before the period at the end thereof a colon and the following: “Provided, That 
such term shall not exclude any nation referred to in clause (2) if the Presi- 
dent determines that the making and carrying ovt of agreements with such 
nation under this Act will be in the interest of attaining the foreign-policy 
objectives of the United States’. 

(15) Section 109 (which relates to the duration of the program under title 
I) is amended by striking out “December 31, 1959” and inserting in lieu thereof 
“June 30, 1964", 

(16) Section 202 (authorizing grants of surplus commodities for famine 
relief) is amended by striking out “with friendly governments or through 
voluntary agencies” and inserting in lieu thereof “by or with friendly govern- 
ments or voluntary relief agencies to carry out the purposes of section 201 and 
to assist friendly nations in establishing, expanding, or carrying out programs, 
including programs undertaken with the assistance of experts and technicians 
of the United Nations Food and Agricultural Organization, and the World 
Health Organization for the relief of chronic hunger and malnutrition”. 

(17) Section 208 (which imposes limits on expenditures under title IT) is 
amended by striking out the first sentence and inserting in lieu thereof the 
following: “Not more than $250,000,000, including the Corporation’s investment 
in the commodities, shall be expended annually for all such transfers and for 
other Costs authorized by this title.” 

(18) Section 204 (which relates to the duration of the program under title 
II) is amended by striking out “December 31, 1959” and inserting it lieu thereof 
“June 30, 1964”. 

(19) Section 304(b) (which prohibits certain transactions with the Union 
of Soviet Socialist Republics and areas dominated or ccntrolled by the Com- 
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munist regime in China) is amended by striking out “title I or title ITI” and 
inserting in lieu thereof “title I, title III, title IV, title V, or title VI’. 
(20) Title III is further amended by adding at the end thereof a new section 
as follows: 
“Sec. 306. Notwithstanding any other provision of law, the Commodity 
Credit Corporation is hereby directed— 

“(1) to dispose of its stocks of edible oils or products thereof by donation, 
upon such terms and conditions as the Secretary of Agriculture deems 
appropriate, to nonprofit voluntary agencies registered with the Department 
of State, appropriate agencies of the Federal Government or international 
organizations, for use.in the assistance of'needy persons outside the United 
States ; 

**(2) to purchase for donation as provided above such quantities of edible 
oils and the products thereof as the Secretary determines will maintain 
the support level for cottonseed and soybeans without requiring the acquisi- 
tion of such commodities under the price support program. 

Commodity Credit Corporation may incur such additional costs with respect 
to commodities to be donated hereunder as it is authorized to incur with re- 
spect to food commodities disposed of under section 416 of the Agricultural Act 
of 1949, and may pay ocean freight charges from United States ports to desig- 
nated ports of entry abroad.” 

(21) Such Act is further amended by adding at the end thereof the following 
new titles: 


“TITLE IV—LONG-TERM SUPPLY CONTRACTS 


“Sec. 401. The purpose of this title is to utilize agricultural commodities and 
the products thereof produced in the United States, including but not limited to 
agricultural commodities in surplus supply, to assist the economic development 
of friendly nations by assuring such nations a stable supply of agricultural 
commedities on long-term credit for domestic consumption during periods of 
economic development so that the resources and manpower of such nations may 
be utilized more effectively for industrial and other domestic economic develop- 
ment without jeopardizing meanwhile adequate supplies of agricultural com- 
modities for domestic use. 

“Sec. 402. In furtherance of this purpose, the President is authorized to enter 
into agreements with friendly nations under the terms of which the United 
States shall undertake to deliver annually (a) certain quantities of wheat, rice, 
cotton, feed grains, or tobacco, or (b) such other surplus agricultural com- 
modities as may from time to time be available, for periods of not to exceed ten 
years. 

“Sec. 403. Payment for such commodities shall be in dollars or in services 
or in strategic or other materials of which the United States does not domes- 
tically produce its requirements, as the President may frem time to time deter- 
mine, with interest at such rate as the President may determine but not more 
than 21% per centum per year. Payment may be made in approximately equal 
annual amounts over periods of not to exceed forty years from the date of the 
last delivery of commodities under the agreement and interest shall be com- 
puted from the date of such last delivery. 

“Sec. 404. Any such agreement shall include the following undertakings on 
the part of the purchasing nation as conditions of such contract: 

“(1) That commodities provided hereunder will not replace any usual imports 
of the same or similar commodities by such nation from friendly nations ; 

“(2) That commodities provided hereunder will be used only for domestic 
consumption and that none of such commodities will be sold outside the pur- 
chasing nation either directly or through replacement of domestic production. 

“Sec. 405. In entering into such agreements, the President shall endeavor 
to reach agreement with other exporting nations of such commodities for their 
participation in the supply and assistance program herein authorized on a 
proportionate and equitable basis. 

“Sec. 406. In carrying out this title, the provisions of sections 101, 102, 103(a), 
106, 107, and 108 of this Act shall be applicable to the extent not ineonsistent 
with this title. 


“TITLE V—NATIONAL FOOD RESERVES 


“Sec. 501. The President is authorized to implement the resolution adopted by 
the United Nations on February 20, 1957 (United Nations Resolution 1025 [XI}), 
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which was sponsored by the United States, calling for international cooperation 
in the establishment of national food reserves by making transfers of surplus 
agricultural commodities for the purpose of establishing such reserves. The 
Commodity Credit Corporation shall make available to the President out of its’ 
stocks such agricultural commodities as he may request for this purpose. 

“Sec, 502. In making transfers under this title, the President may provide for 
delivery f.o.b. vessels in United States ports and, upon a determination by the 
President that it is necessary to accomplish the purposes of such resolution, for 
the payment of ocean freight charges from United States ports to designated ports 
of entry abroad, and for furnishing of technical and other assistance in provid- 
ing storage facilities for the food reserves so established. : 

“Sec. 503. (a) No assistance under this title shall be furnished to any nation 
or organization of nations unless such nation or organization agrees— 

“(1) to use the commodities furnished under this title to establish na- 
tional food reserves ; 

“(2) to maintain the food reserves so established at agreed levels; 

“(3) to consult with and utilize the services of experts and technicians 
of the United Nations Food and Agriculture Organization with respect to 
technical problems of storage, management, and operation of national food 
reserves ; 

“(4) to maintain and operate such reserves in such manner that they will 
not interfere with normal commercial trade of the United States or other 
friendly nations. 

“(b) The President is authorized to make transfers of commodities under title 
Il wherever necessary to replenish reserves which are depleted as a result of 
famine or other urgent or extraordinary relief requirements. 

“Sec. 504. There are hereby authorized to be appropriated such sums as may 
be necessary to carry out the provisions of this title. Sums appropriated for 
such purpose shall be available to reimburse the Commodity Credit Corporation 
for the Corporation’s investment in commodities transferred hereunder and for 
all costs referred to in section 108(a). 

“Sec. 505. No grants or other assistance shall be furnished under this title 
after June 30, 1964. 


“TITLE VI—BINATIONAL FOUNDATIONS 


“Sro. 601. (a) The President is authorized to negotiate and carry out agree- 
ments with friendly nations to provide for the establishment in such countries 
of nonprofit foundations to foster and promote research, education, health, and 
public welfare. 

“(b) A foundation established under this title shall be under the direction 
of a board of trustees consisting of- 

“(1) a number, to be determined by the agreement between the United 
States and the country in which the foundation is located, of the nationals 
of such country appointed by the Government thereof ; 

“(2) an equal number of nationals of the United States (one of whom 
shall be the chief of the United States diplomatic mission to such country) 
appointed by the President; and 

“(3) one member, who shall be chairman, who shall be appointed by 
the Government of such country with the approval of a majority of the 
members appointed as provided in clauses (1) and (2). 

Members of a board of trustees shall serve at the pleasure of the appointing 
authority, and vacancies shall be filled in the same manner as in the case of 
the original appointments. 

“Sec. 602. Notwithstanding the provisions of section 1415 of the Supplemental 
Appropriation Act 1953, or any other provision of law, the President is author- 
ized to grant to any foundation established under this title for use in carrying 
out the purposes specified in section 601(a) any unexpended local currencies 
which accrue to the United States, as repayments of principal or payment of 
interest on loans heretofore or hereafter made by the United States under section 
104. Any such currencies may be used for direct expenditure, or may be invested 
and the proceeds used, for carrying out this title. 


“TITLE VII—ADMFNISTRATION 


“SEC. 701. (a) There is hereby established in the Executive Office of the 
President an agency to be known as the Peace Food Administration, which 
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shall be headed by a Peace Food Administrator appointed by the President by 
and with the advice and consent of the Senate. The Peace Food Administrator 
shall serve at the pleasure of the President and shall receive compensation at 
the rate of $21,000 per annum. 

“(b) (1) The President shall carry out the functions conferred upon him by 
this Act and section 402 of the Mutual Security Act of 1954, as amended, either 
directly or through the Peace Food Administrator. 

“(2) The President is authorized to transfer to the Peace Food Administrator 
the functions of any other agency which he determines are related to the fufe- 
tions of, and can be more effectively or economically carried out by the Peace 
Food Administrator, together with any personnel or property used primarily in 
carrying out such functions. 

“(e) The Peace Food Administrator is authorized to make such expenditures 
and appoint and fix the compensation of such personnel as may be necessary to 
enable him to carry out his functions. 

“Sec. 702. (a) There is hereby established a Peace Food Policy Committee 
which shall consist of an Assistant Secretary, or officer of comparable level, 
of each of the folowing departments or agencies: Departments of State, Treas- 
ury, Agriculture, Commerce, Health, Education, and Welfare, and the Inter- 
national Cooperation Administration. 

“(b) It shall be the duty of the Peace Food Policy Committee to advise and 
consult with the Peace Food Administrator concerning the administration of 
this Act. The Committee shall meet from time to time upon request of the 
Peace Food Administrator and at such other times as it may deem necessary, 

“Sec. 703. (a) There is hereby established a Peace Food Advisory Committee 
which shall consist of representatives of the following and such other groups 
as the President deems advisable who shall be appointed by the President for 
terms of two years: 

“(1) The major agricultural organizations ; 

“(2) Exporters of food and fiber ; 

“(3) Voluntary agencies such as CARE and church groups; 

“(4) Educational groups; and 
*(5) Voluntary health groups. 

“(b) It shall be the duty of the Peace Food Advisory Committee to advise 
and consult with the Peace Food Administrator, and to make such recom- 
mendations as it deems advisable, concerning the administration of this Act. 
The Committee shall meet from time to time upon request of the Peace Food 
Administrator and at such other times as it may deem necessary. In carrying 
out its duties under this Act, the Committee shall invite a representative of the 
United Nations Food and Agriculture Organization to meet with the Com- 
mittee in order that, through him, the views of other exporting countries might 
be heard and their interests taken into account. 

“(c) Members of the Advisory Committee shall be entitled, while attending 
meetings of the Committee, to receive compensation at the rate of $50 per diem, 
and while away from their homes or regular places of business they may be 
allowed travel expenses, including per diem in lieu of subsistence, as author- 
ized by law for persons in the Government service employed intermittently. 

“Sec. 704. In negotiating agreements under this Act, the President shall give 
due consideration to the internal and external political and economic conditions 
of the countries concerned by drawing upon the appropriate title or titles of 
this Act in such manner as to carry out more effectively the policy set forth in 
section 2.” 


{H.R. 6602, 86th Cong., Ist sess.] 


A BILL To promote the foreign policy of the United States and help to build essential 
world conditions of peace, by the more effective use of United States agricultural com 
modities for the relief of human hunger, and for promoting economic and social develop- 
ment in less developed countries 


Re it cnacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That Public Law 480 of the HRighty- 
third Congress, as amended, is further amended as follows: 

(1) The first section (which provides the short title) is amended to read 
as follows: 


“That this Act may be cited as the ‘International Food for Peace Act of | 


1959’.” 
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(2) Section 2 (which consists of a statement of policy) is amended to read 
as follows: 
“CONGRESSIONAL FINDINGS AND POLICY 


“Sec, 2. (a) Because of the increased productivity made possible by science 
and technology, there is now, for the first time in history, no reason in physical 
searcity for the continued existence of hunger anywhere on this earth. It is 
now possible and practical for mankind to take cooperative steps to abolish 
human hunger. 

“This being so, massive hunger and suffering from want of clothing, existing 
in the world in the shadow of unused present and potential surpluses of food 
and fiber, are no longer tolerable, either morally, politically, or economically. 

“The Congress, while recognizing the difficult international, political, and 
economic problems that lie between hunger and want of clothing in many 
parts of the world and food and fiber surpluses in others, declares it to be the 
policy of the United States to move as rapidly as possible in cooperation with 
other friendly nations, toward putting its abundance of food and fiber more 
effectively in the service of human need. 

“(b) Peoples who comprise one-third of the human race have in our genera- 
tion achieved national independence (or are in the process of doing so) and 
are in revolt against the poverty, ignorance, disease, inferior status, and lack 
of opportunity which have always been their lot. They are determined to 
achieve that economic and social development necessary to national dignity 
and individual well-being. To mobilize their resources with reasonable speed 
and develop their economies to a point where they are self-propelled and 
self-sustaining they require substantial outside aid over a considerable period 
of years. If that aid is adequately forthcoming from the free world. they 
have a good chance to accomplish their purposes in freedom, remaining a part 
of the free world and contributing to its strength and well-being. If it is not 
forthcoming, their alternative is to seek it in the Communist world, and in 
the process to surrender both personal and national freedom. Deeply aware 
of and sympathetic with the aspirations of the world’s peoples who seek in 
freedom zreater national dignity and individual well-being, the Congress declares 
it to be the policy of the United States to help them achieve those aspirations. 
The Congress recognizes that for this purpose a number of different kinds of 
aid are required, but that among them food and fiber aid is a highly important 
form and one whose effectiveness can be greatly increased. The Congress de- 
clares that the agricultural abundance of the United States is not an embarrass- 
ment but a blessing to be used in the service of mankind, that it should be so 
used to the maximum extent possible, and that if it is so used it can help build 
essential conditions of world peace and freedom. 

“(ec) To achieve those larger purposes, the Congress directs that this Act 
shall be administered (1) so as to help other countries carry forward their own 
national or regional plans for development in freedom and independence; (2) 
so as to support the efforts and programs of the United Nations, its specialized 
agencies and affiliated organizations, and regional organizations of friendly 
countries, directed toward the same ends; (3) so as to leave wide latitude in 
working out details of national agreements and projects to United States Chiefs 
of Missions in negotiations with the governments concerned; and (4) so as to 
enlist the cooperation of other countries in putting agricultural surpluses more 
effectively in the service of human need and the economic and social develop- 
ment of less developed countries. 

“(d) It is also declared to be the policy of Congress to expand international 
trade among the United States and friendly nations, to facilitate the converti- 
bility of currency, to promote the economic stability of American agriculture, 
and the national welfare, to make maximum efficient use of surplus agricultural 
commodities in furtherance of the foreign policy of the United States, and to 
stimulate and facilitate the expansion of foreign trade in agricultural com- 
modities produced in the United States by providing a means whereby surplus 
agricultural commodities in excess of the usual marketings of such commodities 
may be sold through private trade channels, and foreign currencies accepted in 
payment thereof. It is further the policy to use foreign currencies which 
accrue to the United States under this Act to expand international trade, to 
encourage economic development, to purchase strategic materials, to pay United 
States obligations abroad, to promote collective strength, and to foster in other 
ways the foreign policy of the United States.” 
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(3) Section 101 (which relates to the negotiation of agreements) is amended 
by striking out “and” at the end of paragraph (d), by changing the period at 
the end of paragraph (e) to a semicolon, and by adding at the end of such 
section the following new paragraphs: 

“(f) seek, insofar as possible, to enter into such agreements for periods 
in excess of one year ; and 

“(g¢) give maximum attention to utilizing the authority and funds pro- 
vided by this Act to further the economic and social development plans of 
underdeveloped countries.” 

(4) Section 103(b) (prescribing limit on appropriations) is amended to read 
as follows: 

“(b) Agreements shall not be entered into under this title during the period 
beginning July 1, 1959, and ending June 30, 1964, which will call for appropria- 
tions to reimburse the Commodity Credit Corporation, pursuant to subsection 
(a) of this section, in amounts in excess of $2,000,000,000 annually, plus any 
amount by which agreements entered into in prior years have called or will call 
for appropriations to reimburse the Commodity Credit Corporation in amounts 
less than authorized for such prior fiscal years by this Act as in effect during 
such fiscal years.” 

(5) Section 103 is further amended by adding at the end thereof the follow- 
ing new subsection : 

“(e) In carrying out programs and activities under this title, the President 
shall, insofar as possible, coordinate such programs and activities with other 
United States and international programs and activities directed toward the 
same end.” 

(6) Section 104(e) (relating to loans for trade expansion) is amended by 
striking out “Export-Import Bank for loans mutually agreeable to said bank” 
and inserting in lieu thereof “United States Development Loan Fund created 
by title II of chapter II of the Mutual Security Act of 1954, as amended, for 
loans mutually agreeable to said Fund’, and by inserting before the semicolon 
at the end thereof a colon and the following: “Provided further, That funds 
which have accrued under this section and which are uncommitted may at the 
discretion of the President be placed under the administration of the Develop- 
ment Loan Fund”. 

(7) Section 104(g) (relating to the promotion of trade and economic de- 
velopment) is amended to read as follows: 

“(g) For loans and grants to promote multilateral trade and economic de 
velopment, made through established banking facilities of the friendly nation 
from which the foreign currency was obtained or in any other manner which the 
President may deem to be appropriate. Interest on loans made under this 
subsection shall be at such rate, not to exceed 214 per centum per annum, as 
the President shall determine. Strategic materials, services, or foreign cur- 
rencies may be accepted in payment of such loans ;” 

(8) Section 104(h) (relating to international educational exchange activi- 
ties) is amended by striking out the words “in such amounts as may be specified 
from time to time in appropriation acts” and by striking out the semicolon at 
the end thereof and inserting in lieu thereof a period and the following: “Such 
currencies may also be used for making grants to United States nonprofit organi- 
zations and institutions for carrying out such exchange of persons projects 
under this paragraph between the United States and other countries as may be 
agreed upon between such organizations and institutions and the Secretary of 
State, but no such grants shall be made to any organization or institution which 
does not agree to provide the dollar funds which the Secretary of State deems 
necessary to carry forward agreed projects to a successful conclusion ;”. 

(9) Section 104(k) (relating to scientific activities) is amended by striking 
out “but no foreign currencies shall be used for the purposes of this subsection 
(k) unless specific appropriations be made therefor” and inserting in lieu thereof 
the following: “and to promote and support programs of medical and scientific 
research, cultural and education development, health, nutrition, and sanitation”. 

(10) Section 104(0) (relating to assistance to educational facilities spon- 
sored by United States citizens) is amended by striking out so much thereof 
as follows the semicolon. 

(11) Section 104 (relating to uses of foreign currencies) is amended by in- 
serting after paragraph (0) the following new paragraphs: 

“(p) For supporting workshops in American studies or American educa- 
tional techniques, and supporting chairs in American studies. 
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“(q) For financing technicians and other personnel of the United Nations 
Food and Agriculture Organization and World Health Organization (includ- 
ing necessary equipment and supplies) engaged in (i) consulting and advising 
on, conducting, or administering government programs designed to relieve chronic 
hunger and malnutrition, (ii) consulting and advising on programs for the 
storage, management, and operation of national food reserves, or (iii) training 
jocal technical, administrative, and other personnel needed to carry out such 
programs ; 

“(r) For financing research, surveys, conferences, publicity, and other activi- 
ties which the President shall find to be helpful in support of the projected ‘Free 
the World From Hunger’ campaign of the United Nations Food and Agriculture 
Organization; and for such purposes and the purposes of paragraph (q) any 
currencies of any country available under this Act may be transferred to and 
used in any other country; 

“(s) For financing local currency cost components of projects undertaken by 
the United Nations Special Fund for which such Fund pays foreign exchange 
costs ; 

“(t) For contributions, in addition to United States dollar contributions, to 
the capital fund of any international development association or organization 
of which the United States is a member which may be established as an affiliate 
of the International Bank for Reconstruction and Development for the purpose 
of making long-term loans for economic development ; 

“(u) For financing the preparation, distribution, and exhibiting of audiovisual 
informational and educational materials, including Government materials, 
abroad ; 

“(y) For transfer to the International Finance Corporation for the purpose 
of promoting private investment abroad under such arrangement as may be 
agreed upon between the President, said Corporation, and the country whose 
currency is involved; 

“(w) For financing the services of technicians, advisers, and administrators 
who are nationals of any friendly country, which may be needed to further 
economic and social development programs in other friendly countries.” 

(12) Section 104 is further amended by inserting before the period at the 
end thereof a comma and the following: “and from time to time release for the 
general purposes of this title funds that may have accrued in excess of prospective 
needs for payment of United States obligations”. 

(13) Section 106 (which relates to determination of nations with which 
agreements shall be negotiated) is amended by striking out the words “Secretary 
of Agriculture” where they appear the second time and inserting in lieu thereof 
“President”. 

(14) Section 107 (which defines “friendly nation’) is amended by inserting 
before the period at the end thereof a colon and the following: “Provided, That 
such term shall not exclude any nation referred to in clause (2) if the President 
determines that the making and carrying out of agreements with such nation 
under this Act will be in the interest of attaining the foreign policy objectives 
of the United States”. 

(15) Section 109 (which relates to the duration of the program under title I) 
is amended by striking out “December 31, 1959” and inserting in lieu thereof 
“June 30, 1964”. 

(16) Seetion 202 (authorizing grants of surplus commodities for famine relief) 
is amended by striking out “with friendly governments or through voluntary 
agencies” and inserting in lieu thereof “by or with friendly governments or 
voluntary relief agencies to carry out the purposes of section 201 and to assist 
friendly nations in establishing, expanding, or carrying out programs, including 
programs undertaken with the assistance of experts and technicians of the 
United Nations Foods and Agriculture Organization, and the World Health 
Organization for the relief of chronic hunger and malnutrition”. 

(17) Section 203 (which imposes limits on expenditures under title II) is 
amended by striking out the first sentence and inserting in lieu thereof the 
following: “Not more than $250,000,000, including the Corporation’s investment 
in the commodities, shall be expended annually for all such transfers and for 
other costs authorized by this title.” 

(18) Section 204 (which relates to the duration of the program under title IT) 
is amended by striking out “December 31, 1959” and inserting in lieu thereof 
“June 30, 1964”. 

(19) Section 304(b) (which prohibits certain transactions with the Union 
of Soviet Socialist Republics and areas dominated or controlled by the Com- 
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munist regime in China) is amended by striking out “title I or title ITI” and 
inserting in lieu thereof “title I, title III, title IV, title V, or title VI’. 

(20) Title III is further amended by adding at the end thereof a new section 
as. follows: 

“Sec. 306. Notwithstanding any other provision of law, the Commodity Credit 
Corporation is hereby directed— 

“(1) to dispose of its stock of edible oils or products thereof by donation, 
upon such terms and conditions as the Secretary of Agriculture deems 
appropriate, to nonprofit voluntary agencies registered with the Department 
of State, appropriate agencies of the Federal Government or international 
organizations, for use in the assistance of needy persons outside the 
United States; 

““(2) to purchase for donation as provided above such quantities of edible 
oils and the products thereof as the Secretary determines will maintain the 
support level for cottonseed and soybeans without requiring the acquisition 
of such commodities under the price support program. 

Commodity Credit Corporation may incur such additional costs with respect to 
commodities to be donated hereunder as it is authorized to incur with respect 
to food commodities disposed of under section 416 of the Agricultural Act of 
1949, and may pay ocean freight charges from United States ports to designated 
ports of entry abroad.” 

(21) Such Act is further amended by adding at the end thereof the following 
new titles: 

“TITLE IV—LONG-TERM SUPPLY CONTRACTS 


“Sec. 401. The purpose of this title is to utilize agricultural commodities and 
the products thereof produced in the United States, including but not limited to 
agricultural commodities in surplus supply, to assist the economic development 
of friendly nations by assuring such nations a stable supply of agricultural 
commodities on long-term credit for domestic consumption during periods of 
economic development so that the resources and manpower of such nations may 
be utilized more effectively for industrial and other domestic economic develop- 
ment without jeopardizing meanwhile adequate supplies of agricultural com- 
modities for domestic use. 

“Sec. 402. In furtherance of this purpose, the President is authorized to en- 
ter into agreements with friendly nations under the terms of which the United 
States shall undertake to deliver annually (a) certain quantities of wheat, rice, 
cotton, feed grains, or tobacco, or (b) such other surplus agricultural commodi- 
ties as may from time to time be available, for periods of not to exceed ten years. 

“Sec. 403. Payment for such commodities shall be in dollars or in services or 
in strategic or other materials of which the United States does not domestically 
produce its requirements, as the President may from time to time determine, 
with interest at such rate as the President may determine but not more than 2% 
per centum per year. Payment may be made in approximately equal annual 
amounts over periods of not to exceed forty years from the date of the last de 
livery of commodities under the agreement and interest shall be computed from 
the date of such last delivery. 

“Sec. 404. Any such agreement shall include the following undertakings on 
the part of the purchasing nation as conditions of such contract: 

“(1) That commodities provided hereunder will not replace any usual {m- 
ports of the same or similar commodities by such nation from friendly nations; 

“(2) That commodities provided hereunder will be used only for domestic con- 
sumption and that none of such commodities will be sold outside the puchasing 
nation either directly or through replacement of domestic production. 

“Sec. 405. In entering into such agreements, the President shall endeavor to 
reach agreement with other exporting nations of such commodities for their par- 
ticipation in the supply and assistance program herein authorized on a propor- 
tionate and equitable basis. 

“Sec. 406. In carrying out this title, the provisions of sections 101, 102, 103(a), 
106, 107, and 108 of this Act shall be applicable to the extent not inconsistent 
with this title. 

“TITLE V—NATIONAL FOOD RESERVES 


“Sec. 501. The President is authorized to implement the resolution ndopted 
by the United Nations on February 20, 1957 (United Nations Resolution 1025 
[XI], which was sponsored by the United States, calling for international co 
operation in the establishment of national food reserves by making transfers of 
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surplus agricultural commodities for the purpose of establishing such reserves. 
The Commodity Credit Corporation shall make available to the President out of 
its stocks such agricultural commodities as he may request for this purpose. 

“Seo. 502. In making transfers under this title, the President may provide for 
delivery free on board vessels in United States ports and upon a determination 
by the President that it is necessary to accomplish the purposes of such resolu- 
tion, for the payment of ocean freight charges from United States ports to 
designated ports of entry abroad, and for the furnishing of technical and other 
assistance in providing storage facilities for the food reserves to established. 

“Sec. 503. (a) No assistance under this title shall be furnished to any na- 
tion or organization of nations unless such nation or organization agrees— 

“(1) To use the commodities furnished under this title to establish na- 
tional food reserves ; 

“(2) To maintain the food reserves so established at agreed levels; 

“(3) To consult with and utilize the services of experts and technicians 
of the United Nations Food and Agriculture, Organization with respect to 
technical problems of storage, management, and operation of national food 
reserves ; 

“(4) To maintain and operate such reserves in such manner that they 
will not interfere with normal commorcial trade of the United States or 
other friendly nations. 

“(b) The President is authorized to make transfers of commodities under 
title Il wherever necessary to replenish reserves which are depleted as a result 
of famine or other urgent or extraordinary relief requirements. 

“Src. 504. There are hereby auhorized to be appropriated such sums as may 
be necessary to carry out the provisions of this title. Sums appropriated for 
such purpose shall be available to reimburse the Commodity Credit Corporation 
for the Corporation’s investment in commodities transferred hereunder and for 
all costs referred to in section 108(a). 

“Sec. 505. No grants or other assistance shall be furnished under this title 
after June 30, 1964. 


“TITLE VI—BINATIONAL FOUNDATIONS 


“Sec. 601. (a) The President is authorized to negotiate and carry out agree- 
ments with friendly nations to provide for the establishment in such countries 
of nonprofit foundations to foster and promote research, education, health, and 
public welfare. 

“(b) A foundation established under this title shall be under the direction 
of a board of trustees consisting of— 

“(1) a number, to be determined by the agreement between the United 
States and the country in which the foundation is located, of the nationals 
of such country appointed by the Government thereof ; 

“(2) an equal number of nationals of the United States (one of whom 
shall be the chief of the United States diplomatic mission to such country) 
appointed by the President; and 

“(3) one member, who shall be chairman, who shall be appointed by 
the Government of such country with the approval of a majority of the 
members appointed as provided in clauses (1) and (2). 

Members of a board of trustees shall serve at the pleasure of the appointing 
authority, and vacancies shall be filled in the same manner as in the case of the 
original appointments. 

“Sec. 602. Notwithstanding the provisions of section 1415 of the Supplemental 
Appropriation Act, 1953, or any other provision of law, the President is author- 
ized to grant to any foundation established under this title for use in carrying 
out the purposes specified in section 601(a) any unexpended local currencies 
which accrue to the United States, as repayments of principal or payment of in- 
terest on loans heretofore or hereafter made by the United States under sec- 
tion 104. Any such currencies may be used for direct expenditure, or may be 
invested and the proceeds used, for carrying out this title. 


“TITLE VII—ADMINISTRATION 


“Sec. 701. (a) There is hereby established in the Executive Office of the Presi- 
dent an agency to be known as the Peace Food Administration, which shall be 
headed by a Peace Food Administrator appointed by the President by and with 
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the advice and consent of the Senate. The Peace Food Administrator shall 
serve at the pleasure of the President and shall receive compensation at the rate 
of $21,000 per annum. 

“(b) (1) The President shall carry out the functions conferred upon him by 
this Act and section 402 of the Mutual Security Act of 1954, as amended, either 
directly or through the Peace Food Administrator. 

(2) The President is authorized to transfer to the Peace Food Administrator 
the functions of any other agency which he determines are related to the func- 
tions of, and can be more effectively or economically carried out by, the Peace 
Food Administrator, together with any personnel or property used primarily 
in carrying out such functions. 

“(c) The Peace Food Administrator is authorized to make such expenditures 
and appoint and fix the compensation of such personnel as may be necessary 
to enable him to carry out his functions, 

“Src. 702. (a) There is hereby established a Peace Food Policy Committee 
which shall consist of an Assistant Secretary, or officer of comparable level, 
of each of the following departments or agencies: Departments of State, Treas- 
ury, Agriculture, Commerce, Health, Education, and Welfare, and the Inter- 
national Cooperation Administration. 

“(b) It shall be the duty of the Peace Food Policy Committee to advise and 
consult with the Peace Food Administrator concerning the administration of 
this Act. The Committee shall meet from time to time upon request of the 
Peace Food Administrator and at such other times as it may deem necessary. 

“Sec. 703. (a) There is hereby established a Peace Food Advisory Committee 
which shall consist of representatives of the following and such other groups 
as the President deems advisable who shall be appointed by the President for 
terms of two years: 

“(1) The major agricultural organizations ; 

“(2) Exporters of food and fiber; 

“(3) Voluntary agencies such as CARE and church groups; 

“(4) Educational groups; and 

“(5) Voluntary health groups. 

“(b) It shall be the duty of the Peace Food Advisory Committee to advise and 
consult with the Peace Food Administrator, and to make such recommendations 
as it deems advisable, concerning the administration of this Act. The Com- 
mittee shall meet from time to time upon request of the Peace Food Adminis- 
trator and at such other times as it may deem necessary. In carrying out its 
duties under this Act, the Committee shall invite a representative of the United 
Nations Food and Agriculture Organization to meet with the Committee in order 
that, through him, the views of other exporting countries might be heard and 
their interests taken into account. 

“(c) Members of the Advisory Committee shall be entitled, while attending 
meetings of the Committee, to receive compensation at the rate of $50 per 
diem, and while away from their homes or regular places of business they 
may be allowed travel expenses, including per diem in lieu of subsistence, as 
authorized by law for persons in the Government service employed intermittently. 

“Sec. 704. In negotiating agreements under this Act, the President shall give 
due consideration to the internal and external political and economic conditions 
of the countries concerned by drawing upon the appropriate title or titles of this 
Act in such manner as to carry out more effectively the policy set forth in 
section 2.” 


(H.R. 6611, 86th Cong., 1st sess.] 


A BILL To promote the foreign policy of the United States and help build essential world 
conditions of peace by the more effective use of United States agricultural commodities 
for the relief of human hunger and for promoting economie and social development in 
less developed countries 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That Public Law 480 of the Eighty-third 
Congress, as amended, is further amended as follows: 

(1) The first section (which provides the short title) is amended to read as 
follows: 

“That this Act may be cited as ‘The International Food for Peace Act of 
1959’.” 
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(2) Section 2 (which consists of a statement of policy) is amended to read as 


follows: 
“CONGRESSIONAL FINDINGS AND POLICY 


“Seo. 2. (a) Because of the increased productivity made possible by science 
and technology, there is now, for the first time in history, no reason in physical 
scarcity for the continued existence of hunger—anywhere on this earth. It is 
now possible and practical for mankind to take cooperative steps to abolish 
human hunger. 

“This being so, massive hunger and suffering from want of clothing, existing 
in the world in the shadow of unused present and potential surpluses of food 
and fiber, are no longer tolerable, either morally, politically, or economically. 

“The Congress, while recognizing the difficult international, political, and 
economic problems that lie between hunger and want of clothing in many parts 
of the world and food and fiber surpluses in others, declares it to be the policy 
of the United States to move as rapidly as possible in cooperation with other 
friendly nations, toward putting its abundance of food and fiber more effectively 
in the service of human need. 

“(b) Peoples who comprise one-third of the human race have in our generation 
achieved national independence (or are in the process of doing so) and are in 
revolt against the poverty, ignorance, disease, inferior status, and lack of 
opportunity which have always been their lot. They are determined to achieve 
that economic and social development necessary to national dignity and indi- 
vidual well-being. To mobilize their resources with reasonable speed and de- 
velop their economies to a point where they are self-propelled and self-sustaining 
they require substantial outside aid over a considerable period of years. If 
that aid is adequately forthcoming from the free world, they have a good chance 
to accomplish their purposes in freedom, remaining a part of the free world and 
contributing to its strength and well-being. If it is not forthcoming, their alter- 
native is to seek it in the Communist world, and in the process to surrender 
both personal and national freedom. Deeply aware of and sympathetic with 
the aspirations of the world’s peoples who seek in freedom greater national 
dignity and individual well-being, the Congress declares it to be the policy of 
the United States to help them achieve those aspirations. The Congress recog- 
nizes that for this purpose a number of different kinds of aid are required, but 
that among them food and fiber aid is a highly important form and one whose 
effectiveness can be greatly increased. The Congress declares that the agricul- 
tural abundance of the United States is not an embarrassment but a blessing to 
be used in the service of mankind, that it should be so used to the maximum 
extent possible, and that if it is so used it can help build essential conditions 
of world peace and freedom. 

“(e) To achieve those larger purposes, the Congress directs that this Act shall 
be adninistered (1) so as to help other countries carry forward their own 
national or regional plans for development in freedom and independence; (2) 
so as to support the efforts and programs of the United Nations, its specialized 
agencies and affiliated organizations, and regional organizations of friendly coun- 
tries, directed toward the same ends; (3) so as to leave wide latitude in working 
out details of national agreements and projects to United States Chiefs of 
Missions in negotiations with the governments concerned; and (4) so as to 
enlist the cooperation of other countries in putting agricultural surpluses more 
effectively in the service of human need and the economic and social develop- 
ment of less developed countries. 

“(d) It is also declared to be the policy of Congress to expand international 
trade among the United States and friendly nations, to facilitate the converti- 
bility of currency, to promote the economic stability of American agriculture, 
and the national welfare, to make maximum efficient use of surplus agricultural 
commodities in furtherance of the foreign policy of the United States, and to 
stimulate and facilitate the expansion of foreign trade in agricultural com- 
modities produced in the United States by providing a means whereby surplus 
agricultural commodities in excess of the usual marketings of such commodities 
may be sold through private trade channels, and foreign currencies accepted in 
payment thereof. It is further the policy to use foreign currencies which accrue 
to the United States under this Act to expand international trade, to encourage 
economic development to purchase strategic materials, to pay United States 
obligations abroad, to promote collective strength, and to foster in other ways 
the foreign policy of the United States.” 
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(3) Section 101 (which relates to the negotiation of agreements) is amended 
by striking out “and” at the end of paragraph (d), by changing the period at 
the end of paragraph (e) to a semicolon, and by adding at the end of such section 
the following new paragraphs: 

“(f) seek, insofar as possible, to enter into such agreements for periods 
in excess of one year ; and 

“(¢) give maximum attention to utilizing the authority and funds pro. 
vided by this Act to further the economic and social development plans of 
underdeveloped countries.” 

(4) Section 103(b) (prescribing limit on appropriations) is amended to read 
as follows: 

‘“(b) Agreements shall not be entered into under this title during the period 
beginning July 1, 1959, and ending June 30, 1964, which will call for appropria- 
tions to reimburse the Commodity Credit Corporation, pursuant to subsection 
(a) of this section, in amounts in excess of $2,000,000,000 annually, plus any 
amount by which agreements entered into in prior years have called or will call 
for appropriations to reimburse the Commodity Credit Corporation in amounts 
less than authorized for such prior fiscal years by this Act as in effect during 
such fiscal years.” 

(5) Section 103 is further amended by adding at the end thereof the following 
new subsection : 

“(c) In carrying out programs and activities under this title, the President 
shall, insofar as possible, coordinate such programs and activities with other 
United States and international programs and activities directed toward the 
same end.” 

(6) Section 104(e) (relating to loans for trade expansion) is amended by 
striking out “Export-Import Bank for loans mutually agreeable to said bank” 
and inserting in lieu thereof “United States Development Loan Fund created by 
title II of chapter II of the Mutual Security Act of 1954, as amended, for loans 
mutually agreeable to said Fund”, and by inserting before the semicolon at the 
end thereof a colon and the following: “Provided further, That funds which 
have accrued under this section and which are uncommitted may at the discre- 
tion of the President, be placed under the administration of the Development 
Loan Fund”. 

(7) Section 104(g) (relating to the promotion of trade and economic develop- 
ment) is amended to read as follows: 

“(g) For loans and grants to promote multilateral trade and economic de- 
velopment, made through established banking facilities of the friendly nation 
from which the foreign currency was obtained or in any other manner which 
the President may deem to be appropriate. Interest on loans made under this 
subsection shall be at such rate, not to exceed 21% per centum per annum, as 
the President shall determine. Strategic materials, services, or foreign cur- 
rencies may be accepted in payment of such loans ;”. 

(8) Section 104(h) (relating to international educational exchange activi- 
ties) is amended by striking out the words “in such amounts as may be specified 
from time to time in appropriation Acts” and by striking out the semicolon at 
the end thereof and inserting in lieu thereof a period and the following: “Such 
currencies may also be used for making grants to United States nonprofit organ- 
izations and institutions for carrying out such exchange of persons projects 
under this paragraph between the United States and other countries as may be 
agreed upon between such organizations and institutions and the Secretary of 
State, but no such grants shall be made to any organization or institution which 
does not agree to provide the dollar funds which the Secretary of State deems 
necessary to carry forward agreed projects to a successful conclusion ;”. 

(9) Section 104(k) (relating to scientific activities) is amended by striking 
out “but no foreign currencies shall be used for the purposes of this subsection 
(k) unless specific appropriations be made therefor” and inserting in lieu thereof 
the following: “and to promote and support programs of medical and scientific 
research, cultural and educational development, health, nutrition, and sanitation”. 

(10) Section 104(0) (relating to assistance to educational facilities sponsored 
by United States citizens) is amended by striking out so much thereof as follows 
the semicolon. 

(11) Section 104 (relating to uses of foreign currencies) is amended by insert- 
ing after paragraph (0) the following new paragraphs: 

“(p) For supporting workshops in American studies or American educational 
techniques, and supporting chairs in American studies. 
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“(q) For financing technicians and other personnel of the United Nations Food 
and Agriculture Organization and World Health Organization (including neces- 
sary equipment and supplies) engaged in (i) consulting and advising on, conduct- 
ing, Or administering Government programs designed to relieve chronic hunger 
and malnutrition, (ii) consulting and advising on programs for the storage, man- 
agement, and operation of national food reserves, or (iii) training local tech- 
nical, administrative, and other personnel needed to carry out such programs; 

“(r) For financing research, surveys, conferences, publicity, and other activi- 
ties which the President shall find to be helpful in support of the projected ‘free 
the world from hunger’ eampaign of the United Nations Food and Agriculture 
Organization; and for such purposes and the purposes of paragraph (q) any 
currencies of any country available under this Act may be transferred to and 
used in any other country ; 

“(s) For financing local currency cost components of projects undertaken by 
the United Nations Special Fund for which such Fund pays foreign exchange 
costs ; 

“(t) For contributions, in addition to United States dollar contributions, to the 
capital fund of any international development association or organization of 
which the United States is a member which may be established as an affiliate of 
the International Bank for Reconstruction and Development for the purpose of 
making long-term loans for economic development ; 

“(u) For financing the preparation, distribution, and exhibiting of audio-visual 
informational and educational materials, including Government materials, 
abroad ; 

“(y) For transfer to the International Finance Corporation for the purpose of 
promoting private investment abroad under such arrangement as may be agreed 
upon between the President, said Corporation, and the country whose currency 
is involved ; 

“(w) For financing the services of technicians, advisers, and administrators 
who are nationals of any friendly country, which may be needed to further 
economic and social development programs in other friendly countries; 

“(x) For financing relief and rehabilitation projects undertaken following 
disasters or for assistance to refugees.” 

(12) Section 104 is further amended by inserting before the period at the end 
thereof a comma and the following: “and from time to time release for the 
general purposes of this title funds that may have accrued in excess of prospec- 
tive needs for payment of United States obligations”. 

(18) Section 106 (which relates to determination of nations with which agree- 
ments shall be negotiated) is amended by striking out the words “Secretary of 
Agriculture” where they appear the second tsme and inserting in lieu thereof 
“President”. 

(14) Section 107 (which defines “friendly nation’) is amended by inserting 
before the period at the end thereof a colon and the following: “Provided, That 
such term shall not exclude any nation referred to in clause (2) if the President 
determines that the making and carrying out of agreements with such nation 
under this Act will be in the interest of attaining the foreign-policy objectives of 
the United States’. 

(15) Section 109 (which relates to the duration of the program under title I) 
is amended by striking out “December 31, 1959" and inserting in lieu thereof 
“June 30, 1964"’. 

(16) Section 202 (authorizing grants of surplus commodities for famine relief ) 
is amended by striking out “with friendly governments or through voluntary 
agencies” and inserting in lieu thereof “by or with friendly governments or 
voluntary relief agencies to carry out the purposes of section 201 and to assist 
friendly nations in establishing, expanding, or carrying out programs, including 
programs undertaken with the assistance of experts and technicians of the 
United Nations Food and Agriculture Organization, and the World Health 
Organization for the relief of chronic hunger and malnutrition”. 

(17) Section 203 (which imposes limits on expenditures under title II) is 
amended by striking out the first sentence and inserting in lieu thereof the follow- 
ing: “Not more than $250,000,000, including the Corporation's investment in the 
commodities, shall be expended annually for all such transfers and for other costs 
authorized by this title.” 

(18) Section 204 (which relates to the duration of the program under title II) 
is amended by striking out ‘December 31, 1959” and inserting in lieu thereof 
“June 30, 1964”. 
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(19) Section 304(b) (which prohibits certain transactions with the Union of 
Soviet Socialist Republics and areas dominated or controlled by the Communigt 
regime in China) is amended by striking out “title I or title III” and inserting in 
lieu thereof ‘‘title I, title III, title IV, title V, or title VI’. 
(20) Title III is further amended by adding at the end thereof a new section 
as follows: 
“Sec. 306. Notwithstanding any other provision of law, the Commodity Credit 
Corporation is hereby directed— 
“(1) to dispose of its stocks of edible oils or products thereof by donation, 
upon such terms and conditions as the Secretary of Agriculture deems appro- 
priate, to nonprofit voluntary agencies registered with the Department of 
State, appropriate agencies of the Federal Government or international] 
organizations, for use in the assistance of needy persons outside the United 
States ; 
(2) to purchase for donation as provided above such quantities of edible 
oils and the products thereof as the Secretary determines will maintain the 
support level for cottonseed and soybeans without requiring the acquisition 
of such commodities under the price support program. 
Commodity Credit Corporation may incur such additional costs with respect to 
commodities to be donated hereunder as it is authorized to incur with respect to 
food commodities disposed of under section 416 of the Agricultural Act of 1949, 
and may pay ocean freight charges from United States ports to designated ports 
of entry abroad.” 

21) Such Act is further amended by adding at the end thereof the following 
new titles: 

“TITLE IV—LONG-TERM SUPPLY CONTRACTS 


“Sec. 401. The purpose of this title is to utilize agricultural commodities and 
the products thereof produced in the United States, including but not limited to 
agricultural commodities in surplus supply, to assist the economic development 
of friendly nations by assuring such nations a stable supply of agricultural com- 
modities on long-term credit for domestic consumption during periods of eco- 
nomic development so that the resources and manpower of such nations may be 
utilized more effectively for industrial and other domestic economic development 
without jeopardizing meanwhile adequate supplies of agricultural commodities 
for domestic use. 

“Sec. 402. In furtherance of this purpose, the President is authorized to enter 
into agreements with friendly nations under the terms of which the United 
States shall undertake to deliver annually (a) certain quantities of wheat, rice, 
cotton, feed grains, or tobacco, or (b) such other surplus agricultural commodi- 
ties as may from time to time be available, for periods of not to exceed ten years, 

“Sec. 403. Payment for such commodities shall be in dollars or in services or 
in strategic or other materials of which the United States does not domestically 
produce its requirements, as the President may from time to time determine, 
with interest at such rate as the President may determine but not more than 2! 
per centum per year. Payment may be made in approximately equal annual 
amounts over periods of not to exceed forty years from the date of the last 
delivery of commodities under the agreement and interest shall be computed 
from the date of such last delivery. 

“Sec. 404. Any such agreement shall include the following undertakings on the 
part of the purchasing nation as conditions of such contract: 

“(1) That commodities provided hereunder will not replace any usual imports 
of the same or similar commodities by such nation from friendly nations; 

“(2) That commodities provided hereunder will be used only for domestic 
consumption and that none of such commodities will be sold outside the purchas- 
ing nation either directly or through replacement of domestic production. 

“Sec. 405. In entering into such agreements, the President shall endeavor to 
reach agreement with other exporting nations of such commodities for their 
participation in the supply and assistance program herein authorized on a 
proportionate and equitable basis. 

“Sec. 406. In carrying out this title, the provisions of sections 101, 102, 
103(a), 106, 107, and 108 of this Act shall be applicable to the extent not in- 
consistent with this title. 


“TITLE V—NATIONAL FOOD RESERVES 


“Sec. 501. The President is authorized to implement the resolution adopted by 
the United Nations on February 20, 1957 (United Nations Resolution 1025 
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[X1]), which was sponsored by the United States, calling for international 
cooperation in the establishment of national food reserves by making transfers 
of surplus agricultural commodities for the purpose of establishing such reserves. 
The Commodity Credit Corporation shall make available to the President out 
of its stocks such agricultural commodities as he may request for this purpose. 

“Seo. 502. In making transfers under this title, the President may provide for 
delivery f.o.b. vessels in United States ports and, upon a determination by the 
President that it is necessary to accomplish the purposes of such resolution, for 
the payment of ocean freight charges from United States ports to designated 

rts of entry abroad, and for furnishing of technical and other assistance in 
providing storage facilities for the food reserves so established. 

“Sec. 503. (a) No assistance under this title shall be furnished to any nation 
or organization of nations unless such nation or organization agrees— 

“(1) to use the commodities furnished under this title to establish national 
food reserves ; 

“(2) to maintain the food reserves so established at agreed levels; 

“(3) to consult with and utilize the services of experts and technicians of 
the United Nations Food and Agriculture Organization with respect to tech- 
nical problems of storage, management, and operation of national food 
reserves ; 

“(4) to maintain and operate such reserves in such manner that they 
will not interfere with normal commercial trade of the United States or 
other friendly nations. 

“(b) The President is authorized to make transfers of commodities under title 
II wherever necessary to replenish reserves which are depleted as a result of 
famine or other urgent or extraordinary relief requirements. 

“Seo. 504. There are hereby authorized to be appropriated such sums as may 
be necessary to carry out the provisions of this title. Sums appropriated for 
such purpose shall be available to reimburse the Commodity Credit Corporation 
for the Corporation’s investment in commodities transferred hereunder and 
for all costs referred to in section 103 (a). 

“Sec. 505. No grants or other assistance shall be furnished under this title 
after June 30, 1964. 


“TITLE VI—BINATIONAL FOUNDATIONS 


“Seo. 601. (a) The President is authorized to negotiate and carry out agree- 
ments with friendly nations to provide for the establishment in such countries of 
nopprolit tounuations to foster and promote research, education, health, and 
public welfare. 

“(b) A foundation established under this title shall be under the direction of 
a board of trustees consisting of 

“(1) a number, to be determined by the agreement between the United 
States and the country in which the foundation is located, of the nationals of 
such country appointed by the Government thereof; 

(2) an equal number of nationals of the United States (one of whom 
shall be the chief of the United States diplomatic mission to such country) 
appointed by the President ; and 

“(3) one member, who shall be chairman, who shall be appointed by the 
Government of such country with the approval of a majority fo the members 
appointed as provided in clauses (1) and (2). 

Members of a board of trustees shall serve at the pleasure of the appointing 
authority, and vacancies shall be filled in the same manner as in the case of 
the original appointments. 

“Seo. 602. Notwithstanding the provisions of section 1415 of the Supplemental 
Appropriation Act 1953, or any other provision of law, the President is authorized 
to grant to any foundation established under this title for use in carrying out the 
purposes specified in section 601(a) any unexpended local currencies which ac- 
crue to the United States, as repayments of principal or payment of interest on 
loans heretofore or hereafter made by the United States under section 104. Any 
such currencies may be used for direct expenditure, or may be invested and the 
proceeds used, for carrying out this title. 


“TITLE VII—ADMINISTRATION 


“Sec. 701. (a) There is hereby established in the Executive Office of the 
President an agency to be known as the Peace Food Administration, which shall 
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be headed by a Peace Food Administrator appointed by the President by and 
with the advice and consent of the Senate. The Peace Food Administrator sha}, 
serve at the pleasure of the President and shall receive compensation at the 
rate of $21,000 per annum. 

“(b)(1) The President shall carry out the functions conferred upon him 
this Act and section 402 of the Mutual Security Act of 1954, as amended, either 
directly or through the Peace Food Administrator. 

““(2) The President is authorized to transfer to the Peace Food Administrator 
the functions of any other agency which he determines are related to the fune 
tions of, and can be more effectively or economically carried out by, the Peace 
Food Administrator, together with any personnel or property used primarily ip 
carrying out such functions. 

““(c) The Peace Food Administrator is authorized to make such expenditures 
and appoint and fix the compensation of such personnel as may be necessary to 
enable him to carry out his functions. 

“Sec. 702. (a) There is hereby established a Peace Food Policy Committee 
which shall consist of an Assistant Secretary, or officer of comparable level, of 
each of the following departments or agencies: Departments of State, Treasury, 
Agriculture, Commerce, Health, Education, and Welfare, and the International 
Cooperation Administration. 

“(b) It shall be the duty of the Peace Food Policy Committee to advise and 
consult with the Peace Food Administrator concerning the administration of 
this Act. The Committee shall meet from time to time upon request of the 
Peace Food Administrator and at such other times as it may deem necessary, 

“Sec. 703. (a) There is hereby established a Peace Food Advisory Committee 
which shall consist of representatives of the following and such other groups 
as the President deems advisable who shall be appointed by the President for 
terms of two years: 

“(1) The major agricultural organizations ; 

(2) Exporters of food and fiber ; 

“(3) Voluntary agencies such are CARE and church groups; 

“(4) Educational groups; and 

“(5) Voluntary health groups. 

“(b) It shall be the duty of the Peace Food Advisory Committee to advise and 
consult with the Peace Food Administrator, and to make such recommendations 
as it deems advisable, concerning the administration of this Act. The Com- 
mittee shall meet from time to time upon request of the Peace Food Adminis- 
trator and at such other times as it may deem necessary. In carrying out its 
duties under this Act, the Committee shall invite a representative of the United 
Nations Food and Agriculture Organization to meet with the Committee in 
order that, through him, the views of other exporting countries might be heard 
and their interests taken into account. 

“(c) Members of the Advisory Committee shall be entitled, while attending 
meetings of the Committee, to receive compensation at the rate of $50 per diem, 
and while away from their homes or regular places of business they may be 
allowed travel expenses, including per diem in lieu of subsistence, as authorized 
by law for persons in the Government service employed intermittently. 

“Sec. 704. In negotiating agreements under this Act, the President shall give 
due consideration to the internal and external political and economic conditions 
of the countries concerned by drawing upon the appropriate title or titles of this 
Act in such manner as to carry out more effectively the policy set forth in 
section 2.” 


(H.R. 6637, 86th Cong., 1st sess.] 


A BILL To promote the foreign policy of the United States and help to build essential 
world conditions of peace, by the more effective use of United States agricultural com- 
modities for the relief of human hunger, and for promoting economic and social develop- 
ment in less developed countries 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That Public Law 480 of the Eighty-third 
Congress, as amended, is further amended as follows: 

(1) The first section (which provides the short title) is amended to read as 
follows: 

“That this Act may be cited as the ‘International Food for Peace Act of 1959’.” 
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(2) Section 2 (which consists of a statement of policy) is amended to read 


as follows: 
“CONGRESSIONAL FINDINGS AND POLICY 


“Sec. 2. (a) Because of the increased productivity made possible by science 
and technology, there is now, for the first time in history, no reason in physical 
searcity for the continued existence of hunger, anywhere on this earth. It is 
now possible and practical for mankind to take cooperative steps to abolish 
human hunger. 

“This being so, massive hunger and suffering from want of clothing, existing 
in the world in the shadow of unused present and potential surpluses of food 
and fiber, are no longer tolerable, either morally, politically, or economically. 

“The Congress, while recognizing the difficult international, political and 
economic problems that lie between hunger and want of clothing in many parts 
ef the world and food and fiber surpluses in others, declares it to be the policy 
of the United States to move as rapidly as possible in cooperation with other 
friendly nations, toward putting its abundance of food and fiber more effectively 
in the service of human need. 

“(b) Peoples who comprise one-third of the human race have in our generation 
achieved national independence (or are in the process of doing so) and are in 
revolt against the poverty, ignorance, disease, inferior status, and lack of op- 
portunity which have always been their lot. They are determined to achieve 
that economic and social development necessary to national dignity and indi- 
vidual well-being. To mobilize their resources with reasonable speed and develop 
their economies to a point where they are self-propelled and self-sustaining they 
require substantial outside aid over a considerable period of years. If that 
aid is adequately forthcoming from the free world, they have a good chance 
to accomplish their purposes in freedom, remaining a part of the free world and 
contributing to its strength and well-being. If it is not forthcoming, their al- 
ternative is to seek it in the Communist world, and in the process to surrender 
both personal and national freedom. Deeply aware of and sympathetic with 
the aspirations of the world’s peoples who seek in freedom greater national dig- 
nity and individua! well-being, the Congress declares it to be the policy of the 
United States to help them achieve those aspirations. The Congress recognizes 
that for this purpose a number of different kinds of aid are required, but that 
among them food and fiber aid is a highly important form and one whose ef- 
fectiveness can be greatly increased. The Congress declares that the agricul- 
tural abundance of the United States is not an embarrassment but a blessing 
to be used in the service of mankind, that it should be so used to the maximum 
extent possible, and that if it is so used it can help build essential conditions of 
world peace and freedom. 

“(e) To achieve those larger purposes, the Congress directs that this Act 
shall be administered (1) so as to help other countries carry forward their own 
national or regional plans for development in freedom and independence; (2) so 
as to support the efforts and programs of the United Nations, its specialized 
agencies and affiliated organizations, and regional organizations of friendly 
countries, directed toward the same ends; (3) so as to leave wide latitude in 
working out details of national agreements and projects to United States Chiefs 
of Missions in negotiations with the governments concerned; and (4) so as to 
enlist the cooperation of other countries in putting agricultural surpluses more 
effectively in the service of human need and the economic and social develop- 
ment of less developed countries. 

“(d) It is also declared to be the policy of Congress to expand international 
trade among the United States and friendly nations, to facilitate the convertibility 
of currency, to promote the economic stability of American agriculture and the 
national welfare, to make maximum efficient use of surplus agricultural com- 
modities in furtherance of the foreign policy of the United States, and to stimu- 
late and facilitate the expansion of foreign trade in agricultural commodities 
produced in the United States by providing a means whereby surplus agricultural 
commodities in excess of the usual marketings of such commodities may be sold 
through private trade channels, and foreign currencies accepted in payment 
thereof. It is further the policy to use foreign currencies which accrue to the 
United States under this Act to expand international trade, to encourage eco- 
nomic development, to purchase strategic materials, to pay United States obliga- 
tions abroad, to promote collective strength, and to foster in other ways the 
foreign policy of the United States.” 
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(3) Section 101 (which relates to the negotiation of agreements) is amended 
by striking out “and” at the end of paragraph (d), by changing the period at 
the end of paragraph (e) to a semicolon, and by adding at the end of such 
section the following new paragraphs: 

“(f) seek, insofar as possible, to enter into such agreement for periods 
in excess of one year ; and 

“(g) give maximum attention to utilizing the authority and funds pro. 
vided by this Act to further the economic and social development plans of 
underdeveloped countries.” 

(4) Section 103(b) (prescribing limit on appropriations) is amended to reaq 
as follows: 

“(b) Agreements shall not be entered into under this title during the period 
beginning July 1, 1959, and ending June 30, 1964, which will call for apvropria- 
tions to reimburse the Commodity Credit Corporation, pursuant to subsection 
(a) of this section, in amounts in excess of $2,000,000,000 annually, plus any 
amount by which agreements entered into in prior years have called or will 
eall for appropriations to reimburse the Commodity Credit Corporation in 
amounts less than authorized for such prior fiscal years by this Act as in effect 
during such fiscal years.” 

(5) Section 103 is further amended by adding at the end thereof the follow- 
ing new subsection : 

“(e) In carrying out programs and activities under this title, the President 
shall, insofar as possible, coordinate such programs and activities with other 
United States and international programs and activities directed toward the 
same end.” 

(6) Section 104(e) (relating to loans for trade expansion) is amended by 
striking out “Export-Import Bank for loans mutually agreeable to said bank” 
and inserting in lieu thereof “United States Development Loan Fund created 
by title IT of chapter II of the Mutual Security Act of 1954, as amended, for 
loans mutually agreeable to said Fund”, and by inserting before the semicolon 
at the end thereof a colon and the following: “Provided further, That funds 
which have accrued under this section and which are uncommitted may, at the 
discretion of the President, be placed under the administration of the Vevelop- 
ment Loan Fund”. 

(7) Section 104(g) (relating to the promotion of trade and economic de 
velopment) is amended to read as follows: 

“(g) For loans and grants to promote multilateral trade and economic de 
velopment, made through established banking facilities of the friendly nation 
from which the foreign currency was obtained or in any other manner which 
the President may deem to be appropriate. Interest on loans made under this 
subsection shall be at such rate, not to exceed 2% per centum per annum, as 
the President shall determine. Strategic materials, services, or foreign cur- 
rencies may be accepted in payment of such loans ;”. 

(8) Section 104(h) (relating to international educational exchange activities) 
is amended by striking out the words “in such amounts as may be specified 
from time to time in appropriation acts” and by striking out the semicolon at 
the end thereof and inserting in lieu thereof a period and the following: “Such 
currencies may also be used for making grants to United States nonprofit 
organizations and institutions for carrying out such exchange of persons projects 
under this paragraph between the United States and other countries as may 
be agreed upon between such organizations and institutions and the Secretary 
of State, but no such grants shall be made to any organization or institution 
which does not agree to provide the dollar funds which the Secretary of State 
deems necessary to carry forward agreed projects to a successful conclusion ;”. 

(9) Section 104(k) (relating to scientific activities) is amended by striking 
out “but no foreign currencies shall be used for the purposes of this subsection (k) 
unless specific appropriations be made therefor” and inserting in lieu thereof 
the following: ‘and to promote and support programs of medical and scientific 
research, cultural and educational development, health, nutrition, and sani- 
tation”. 

(10) Section 104(0) (relating to assistance to educational facilities spon- 
sored by United States citizens) is amended by striking out so much thereof as 
follows the semicolon. 

(11) Section 104 (relating to uses of foreign currencies) is amended by insert- 
ing after paragraph (o) the following new paragraphs: 

“(p) For supporting workshops in American studies or American educational 
techniques, and supporting chairs in American studies. 
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“(q) For financing technicians and other personnel of the United Nations 
Food and Agriculture Organization and World Health Organization (including 
necessary equipment and supplies) engaged in (i) consulting and advising on, 
conducting, or administering government programs designed to relieve chronic 
hunger and malnutrition, (ii) consulting and advising on programs for the 
storage, management, and operation of national food reserves, or (iii) training 
jocal technical, administrative, and other personnel needed to carry out such 
programs ; rit 

“(r) For financing research, surveys, conferences, publicity, and other activi- 
ties which the President shall find to be helpful in support of the projected ‘Free 
the World From Hunger’ campaign of the United Nations Food and Agriculture 
Organization; and for such purposes and the purposes of paragraph (q) any 
currencies of any country available under this Act may be transferred to and 
used in any other country ; 

“(s) For financing local currency cost components of projects undertaken 
by the United Nations Special Fund for which such Fund pays foreign exchange 
costs ; 

“(t) For contributions, in addition to United States dollar contributions, to 
the capital fund of any international development association or organization 
of which the United States is a member which may be established as an affiliate 
of the International Bank for Reconstruction and Development for the purpose 
of making long-term loans for economic development ; 

“(u) For financing the preparation, distribution, and exhibiting of audio- 
visual informational and educational materials, including Government materials, 
abroad ; 

“(v) For transfer to the International Finance Corporation for the purpose 
of promoting private investment abroad under such arrangement as may be 
agreed upon between the President, said Corporation, and the country whose 
currency is involved ; 

“(w) For financing the services of technicians, advisers, and administrators 
who are nationals of any friendly country, which may be needed to further 
economic and social development programs in other friendly countries ; 

“(x) For financing relief and rehabilitation projects undertaken following 
disasters or for assistance to refugees.” 

(12) Section 104 is further amended by inserting before the period at the 
end thereof a comma and the following: “and from time to time release for the 
general purposes of this title funds that may have accrued in excess of prospec- 
tive needs for payment of United States obligations”. 

(183) Section 106 (which relates to determination of nations with which agree- 
ments shall be negotiated) is amended by striking out the words “Secretary of 
Agriculture” where they appear the second time and inserting in lieu thereof 
“President”. 

(14) Section 107 (which defines “friendly nation’) is amended by inserting 
before the period at the end thereof a colon and the following: “Provided, That 
such term shall not exclude any nation referred to in clause (2) if the President 
determines that the making and carrying out of agreements with such nation 
under this Act will be in the interest of attaining the foreign policy objectives of 
the United States”. 

(15) Section 109 (which relates to the duration of the program under title I) 
is amended by striking out “‘December 31, 1959” and inserting in lieu thereof 
“June 30, 1964”. 

(16) Section 202 (authorizing grants of surplus commodities for famine re- 
lief) is amended by striking out “with friendly governments or through volun- 
tary agencies” and inserting in lieu thereof “by or with friendly governments 
or voluntary relief agencies to carry out the purposes of section 201 and to assist 
friendly nations in establishing, expanding, or carrying out programs, including 
programs undertaken with the assistance of experts and technicians of the 
United Nations Food and Agriculture Organization, and the World Health 
Organization for the relief of chronic hunger and malnutrition”. 

(17) Section 203 (which imposes limits on expenditures under title II) is 
amended by striking out the first sentence and inserting in lieu thereof the 
following: “Not more than $250,000,000, including the Corporation’s investment 
in the commodities, shall be expended annually for all such transfers and for 
other costs authorized by this title.” 

(18) Section 204 (which relates to the duration of the program under title IT) 
is amended by striking out “December 31, 1959” and inserting in lieu thereof 
“June 30, 1964”. 


32 EXTENSION OF PUBLIC LAW 480 


(19) Section 304(b) (which prohibits certain transactions with the Union of 
Soviet Socialist Republics and areas dominated or controlled by the Communigt 
regime in China) is amended by striking out “title I or title III” and inserting 
in lieu thereof “title I, title III, title IV, title V, or title VI”. 

(20) Title III is further amended by adding at the end thereof a new section 
as follows: 

“Sec. 306. Notwithstanding any other provision of law, the Commodity Credit 
Corporation is hereby directed— 

(1) to dispose of its stocks of edible oils or products thereof by donation, 
upon such terms and conditions as the Secretary of Agriculture deems ap- 
propriate, to nonprofit voluntary agencies registered with the Department 
of State, appropriate agencies of the Federal Government or international 
organizations, for use in the assistance of needy persons outside the United 
States ; 

“(2) to purchase for donation as provided above such quantities of edible 
oils and the products thereof as the Secretary determines will maintain the 
support level for cottonseed and soybeans without requiring the acquisition 
of such commodities under the price support program. 

Commodity Credit Corporation may incur such additional costs with respect to 
commodities to be donated hereunder as it is authorized to incur with respeet 
to food commodities disposed of under section 416 of the Agricultural Act of 
1949, and may pay ocean freight charges from United States ports to designated 
ports of entry abroad.” 

(21) Such Act is further amended by adding at the end thereof the following 
new titles: 

“TITLE IV—LONG TERM SUPPLY CONTRACTS 


“Sec. 401. The purpose of this title is to utilize agricultural commodities and 
the products thereof produced in the United States, including but not limited 
to agricultural commodities in surplus supply, to assist the economic develop- 
ment of friendly nations by assuring such nations a stable supply of agricul- 
tural commodities on long-term credit for domestic consumption during periods 
of economic development so that the resources and manpower of such nations 
may be utilized more effectively for industrial and other domestic economic 
development without jeopardizing meanwhile adequate supplies of agricultural 
commodities for domestic use. 

“Sec. 402. In furtherance of this purpose, the President is authorized to enter 
into agreements with friendly nations under the terms of which the United States 
shall undertake to deliver annually (a) certain quantities of wheat, rice, cotton, 
feed grains, or tobacco, or (b) such other surplus agricultural commodities as 
may from time to time be available, for periods of not to exceed ten years. 

“Sec. 403. Payment for such commodities shall be in dollars or in services or 
in strategic or other materials of which the United States does not domestically 
produce its requirements, as the President may from time to time determine, 
with interest at such rate as the President may determine but not more than 2% 
per centum per year. Payment may be made in approximately equal annual 
amounts over periods of not to exceed forty years from the date of the last 
delivery of commodities under the agreement and interest shall be computed 
from the date of such last delivery. 

“Sec. 404. Any such agreement shall include the following undertakings on the 
part of the purchasing nation as conditions of such contract: 

“(1) That commodities provided hereunder will not replace any usual imports 
of the same or similar commodities by such nation from friendly nations; 

“(2) That commodities provided hereunder will be used only for domestic con- 
sumption and that none of such commodities will be sold outside the purchasing 
nation either directly or through replacement of domestic production. 

“Sec. 405. In entering into such agreements, the President shall endeavor to 
reach agreement with other exporting nations of such commodities for their 
participation in the supply and assistance program herein authorized on a pro 
portionate and equitable basis. 

“Sec. 406. In carrying out this title, the provisions of sections 101, 102, 103(a), 
106, 107, and 108 of this Act shall be applicable to the extent not inconsistent 
with this title. 


“TITLE V-—-NATIONAL FOOD RESERVES 


“Sec. 501. The President is authorized to implement the resolution adopted 
by the United Nations on February 20, 1957 (United Nations Resolution 1025 
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[XI]), which was sponsored by the United States, calling for international co- 
ration in the establishment of national food reserves by making transfers of 
surplus agricultural commodities for the purpose of establishing such reserves. 
The Commodity Credit Corporation shall make available to the President out 
of its stocks such agricultural commodities as he may request for this purpose. 
“Sec. 502. In making transfers under this title, the President may provide 
for delivery free on board vessels in United States ports and, upon a determina- 
tion by the President that it is necessary to accomplish the purposes of such 
resolution, for the payment of ocean freight charges from United States ports to 
designated ports of entry abroad, and for the furnishing of technical and other 
assistance in providing storage facilities for the food reserves so established. 

“Sec. 503. (a) No assistance under this title shall be furnished to any nation 
or organization of nations unless such nation or organization agrees— 

(1) to use the commodities furnished under this title to establish national 
food reserves ; 

“(2) to maintain the food reserves so established at agreed levels; 

“(3) to consult with and utilize the services of experts and technicians 
of the United Nations Food and Agricultural Organization with respect to 
technical problems of storage, management, and operation of national food 
reserves ; 

(4) to maintain and operate such reserves in such manner that they 
will not interfere with normal commercial trade of the United States or 
other friendly nations. 

“(b) The President is authorized to make transfers of commodities under 
title II wherever necessary to replenish reserves which are depleted as a result 
of famine or other urgent or extraordinary relief requirements. 

“Sec. 504. There are hereby authorized to be appropriated such sums as may 
be necessary to carry out the provisions of this title. Sums appropriated for 
such purpose shall be available to reimburse the Commodity Credit Corporation 
for the Corporation’s investment in commodities transferred hereunder and for 
all costs referred to in section 103(a). 

“Sec. 505. No grants or other assistance shall be furnished under this title 
after June 30, 1964. 


“TITLE VI—BINATIONAL FOUNDATIONS 


“Sec. 601. (a) The President is authorized to negotiate and carry out agree- 
ments with friendly nations to provide for the establishment in such countries 
of nonprofit foundations to foster and promote research, education, health, and 
public welfare. 

“(b) A foundation established under this title shall be under the direction 
of a board of trustees consisting of— 

“(1) a number, to be determined by the agreement between the United 
States and the country in which the foundation is located, of the nationals 
of such country appointed by the Government thereof ; 

“(2) an equal number of nationals of the United States (one of whom 
shall be the chief of the United States diplomatic mission to such country) 
appointed by the President ; and 

“(3) one member, who shall be chairman, who shall be appointed by the 
government of such country with the approval of a majority of the members 
appointed as provided in clauses (1) and (2). 

Members of a board of trustees. shall serve at the pleasure of the appointing 
authority, and vacancies shall be filled in the same manner as in the case of the 
original appointments. 

“Sec. 602. Notwithstanding the provisions of section 1415 of the Supplemental 
Appropriation Act, 1953, or any other provision of law, the President is author- 
ized to grant to any foundation established under this title for use in carrying 
out the purposes specified in section 601(a) any unexpended local currencies 
which accrue to the United States, as repayments of principal or payment of 
interest on loans heretofore or here after made by the United States under 
section 104. Any such currencies may be used for direct expenditure, or may 
be invested and the proceeds used, for carrying out this title. 


“TITLE VILI—ADMINISTRATION 


“Src. 701. (a) There is hereby established in the Executive Office of the Presi- 
dent an agency to be known as the Peace Food Administration, which shall be 
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headed by a Peace Food Administrator appointed by the President by and with 
the advice and consent of the Senate. The Peace Food Administrator sha} 
serve at the pleasure of the President and shall receive compensation at the rate 
of $21,000 per annum. 

“(b) (1) The President shall carry out the functions conferred upon him by 
this Act and section 402 of the Mutual Security Act of 1954, as amended, either 
directly or through the Peace Food Administrator. 

“(2) The President is authorized to transfer to the Peace Food Administra- 
tor the functions of any other agency which he determines are related to the 
functions of, and can be more effectively or economically carried out by, the 
Peace Food Administrator, together with any personnel or property used pri- 
marily in carrying out such functions. 

““(e) The Peace Food Administrator is authorized to make such expenditures 
and appoint and fix the compensation of such personnel as may be necessary to 
enable him to carry out his functions. 

“Sec. 702. (a) There is hereby established a Peace Food Policy Committee 
which shall consist of an Assistant Secretary, or officer of comparable level, of 
each of the following departments or agencies: Departments of State, Treas. 
ury, Agriculture, Commerce, Health, Education, and Welfare, and the Inter- 
national Cooperation Administration. 

“(b) It shall be the duty of the Peace Food Policy Committee to advise and 
consult with the Peace Food Administrator concerning the administration of 
this Act. The Committee shall meet from time to time upon request of the 
Peace Food Administrator and at such other times as it may deem necessary. 

“Sec. 703. (a) There is hereby established a Peace Food Advisory Committee 
which shall consist of representatives of the following and such other groups 
as the President deems advisable who shall be appointed by the President for 
terms of two years: 

“(1) The major agricultural organizations; 

“(2) Exporters of food and fiber ; 

“(3) Voluntary agencies such as Cooperative for American Remittances 
to Europe (CARE) and church groups; 

“(4) Educational groups: and 

“(5) Voluntary health groups. 

“(b) It shall be the duty of the Peace Food Advisory Committee to advise and 
consult with the Peace Food Administrator, and to make such recommendations 
as it deems advisable, concerning the administration of this Act. The Com- 
mittee shall meet from time to time upon request of the Peace Food Adminis- 
trator and at such other times as it may deem necessary. In carrying out its 
duties under this Act, the Committee shall invite a representative of the United 
Nations Food and Agriculture Organization to meet with the Committee in 
order that, through him, the views of other exporting countries might be heard 
and their interests taken into account. 

“(c) Members of the Advisory Committee shall be entitled, while attending 
meetings of the Committee, to receive compensation at the rate of $50 per diem, 
and while away from their homes or regular places of business they may be 
allowed travel expenses, including per diem in lieu of subsistence, as authorized 
by law for persons in the Government service employed intermittently. 

“Sec. 704. In negotiating agreements under this Act, the President shall give 
due consideration to the internal and external political and economic conditions 
of the countries concerned by drawing upon the appropriate title or titles of 
this Act in such manner as to carry out more effectively the policy set forth in 
section 2.” 


(H.R. 6655, 86th Cong., ist sess.] 


A BILL To promote the foreign policy of the United States and help to build essential 
world conditions of peace, by the more effective use of United States agricultural com- 
modities for the relief of human hunger, and for promoting economic and social develop- 
ment in less develped countries 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That Public Law 480 of the Eighty-third Con- 
gress, as amended, is further amended as follows: 

(1) The first section (which provides the short title) is amended to read as 
follows: 

“That this Act may be cited as the ‘International Food for Peace Act of 1959’.” 
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(2) Section 2 (which consists of a statement of policy) is amended to read as 
follows: 
“CONGRESSIONAL FINDINGS AND POLICY 


“Sec. 2. (a) Because of the increased productivity made possible by science 
and technology, there is now, for the first time in history, no reason in physical 
searcity for the continued existence of hunger, anywhere on this earth. It is now 
possible and practical for mankind to take cooperative steps to abolish human 
hunger. 

“This being so, massive hunger and suffering from want of clothing, existing in 
the world in the shadow of unused present and potential surpluses of food and 
fiber, are no longer tolerable, either morally, politically, or economically. 

“The Congress, while recognizing the difficult international, political and eco- 
nomic problems that lie between hunger and want of clothing in many parts of 
the world and food and fiber surpluses in others, declares it to be the policy of 
the United States to move as rapidly as possible in cooperation with other 
friendly nations, toward putting its abundance of food and fiber more effectively 
in the service of human need. 

“(b) Peoples who comprise one-third of the human race have in our genera- 
tion achieved national independence (or are in the process of doing so) and are 
in revolt against the poverty, ignorance, disease, inferior status, and lack of op- 
portunity which have always been their lot. They are determined to achieve 
that economic and social development necessary to national dignity and individ- 
ual well-being. To mobilize their resources with reasonable speed and develop 
their economies to a point where they are self-propelled and self-sustaining they 
require substantial Outside aid over a considerable period of years. If that aid 
is adequately forthcoming from the free world, they have a good chance to 
accomplish their purposes in freedom, remaining a part of the free world and 
contributing to its strength and well-being. If it is not forthcoming, their 
alternative is to seek it in the Communist world, and in the process to surrender 
both personal and national freedom. Deeply aware of and sympathetic with 
the aspirations of the world’s peoples who seek in freedom greater national dig- 
nity and individual well-being, the Congress declares it to be the policy of the 
United States to help them achieve those aspirations. The Congress recognizes 
that for this purpose a number of different kinds of aid are required, but that 
among them food and fiber aid is a highly important form and one whose effec- 
tiveness can be greatly increased. The Congress declares that the agricultural 
abundance of the United States is not an embarrassment but a blessing to be 
used in the service of mankind, that it should be so used to the maximum extent 
possible, and that if it is so used it can help build essential conditions of world 
peace and freedom. 

“(c) To achieve those larger purposes, the Congress directs that this Act shall 
be administered (1) so as to help other countries carry forward their own na- 
tional or regional plans for development in freedom and independence; (2) so 
as to support the efforts and programs of the United Nations, its specialized 
agencies and affiliated organizations, and regional organizations of friendly 
countries, directed toward the same ends; (3) so as to leave wide latitude in 
working out details of national agreements and projects to United States Chiefs 
of Missions in negotiations with the governments concerned; and (4) so as to 
enlist the cooperation of other countries in putting agricultural surpluses more 
effectively in the service of human need and the economic and social develop- 
ment of less developed countries. 

“(d) It is also declared to be the policy of Congress to expand international 
trade among the United States and friendly nations, to facilitate the convertibil- 
ity of currency, to promote the economic stability of American agriculture and 
the national welfare, to make maximum efficient use of surplus agricultural 
commodities in furtherance of the foreign policy of the United States, and to 
stimulate and facilitate the expansion of foreign trade in agricultural commodi- 
ties produced in the United States by providing a means whereby surplus agri- 
cultural commodities in excess of the usual marketings of such commodities may 
be sold through private trade channels, and foreign currencies accepted in pay- 
ment thereof. It is further the policy to use foreign currencies which accrue to 
the United States under this Act to expand international trade, to encourage eco- 
nomic development, to purchase strategic materials, to pay United States obliga- 
tions abroad, to promote collective strength, and to foster in other way the for- 
eign policy of the United States.” 
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(3) Section 101 (which relates to the negotiation of agreements) is amended 
by striking out “and” at the end of paragraph (d), by changing the period at 
the end of paragraph (e) to a semicolon, and by adding at the end of such see- 
tion the following new paragraphs: 

“(f) seek, insofar as possible, to enter into such agreement for periods 
in excess of one year ; and 

“(g) give maximum attention to utilizing the authority and funds pro- 
vided by this Act to further the economic and social development plans of 
underdeveloped countries.” 

(4) Section 103(b) (prescribing limit on appropriations) is amended to read 
as follows: 

“(b) Agreements shall not be entered into under this title during the period 
beginning July 1, 1959, and ending June 30, 1964, which will call for appropria- 
tions to reimburse the Commodity Credit Corporation, pursuant to subsection 
(a) of this section, in amounts in excess of $2,000,000,000 annually, plus any 
amount by which agreements entered into in prior years have called or will call 
for appropriations to reimburse the Commodity Credit Corporation in amounts 
less than authorized for such prior fiscal years by this Act as in effect during 
such fiscal years.” 

(5) Section 103 is further amended by adding at the end thereof the following 
new subsection : 

“(c) In carrying out programs and activities under this title, the President 
shall, insofar as possible, coordinate such programs and activities with other 
United States and international programs and activities directed toward the 
same end.” 

(6) Section 104(e) (relating to loans for trade expansion) is amended by 
striking out “Export-Import Bank for loans mutually agreeable to said bank” 
and inserting in lieu thereof “United States Development Loan Fund created by 
title IL of chapter II of the Mutual Security Act of 1954, as amended, for loans 
mutually agreeable to said Fund”, and by inserting before the semicolon at the 
end thereof a colon and the following: “Provided further, That funds which 
have accrued under this section and which are uncommitted may at the discre- 
tion of the President, be placed under the administration of the Development 
Loan Fund”. 

(7) Section 104(g) (relating to the promotion of trade and economic develop- 
ment) is amended to read as follows: 

“(g) For loans and grants to promote multilateral trade and economic devel- 
opment, made through established banking facilities of the friendly nation from 
which the foreign currency was obtained or in any other manner which the 
President may deem to be appropriate. Interest on loans made under this 
subsection shall be at such rate, not to exceed 2% per centum per annum, as the 
President shall determine. Strategic materials, services, or foreign currencies 
may be accepted in payment of such loans;”. 

(8) Seetion 104(h) (relating to international educational exchange activi- 
ties) is amended by striking out the words “in such amounts as may be specified 
from time to time in appropriation acts” and by striking out the Semicolon at 
the end thereof and inserting in lieu thereof a period and the following: “Such 
currencies may also be used for making grants to United States nonprofit organ- 
izations and institutions for carrying out such exchange of persons projects 
under this paragraph between the United States and other countries as may 
be agreed upon between such organizations and institutions and the Secretary 
of State, but no such grants shall be made to any organization or institution 
which does not agree to provide the dollar funds which the Secretary of State 
deems necessary to carry forward agreed projects to a successful conclusion ;”. 

(9) Section 104(k) (relating to scientific activities) is amended by striking 
out “but no foreign currencies shall be used for the purposes of this subsection 
(k) unless specific appropriations be made therefor” and inserting in lieu 
thereof the following: “and to promote and support programs of medical and 
scientific research, cultural and educational development, health, nutrition, and 
sanitation’. 

(10) Section 104(0) (relating to assistance to educational facilities spon- 
sored by United States citizens) is amended by striking out so much thereof as 
follows the semicolon. 

(11) Section 104 (relating to uses of foreign eurrencies) is amended by 
inserting after paragraph (0) the following new paragraphs: 

“(p) For supporting workshops in American studies or American educational 
techniques, and supporting chairs in American studies. 
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“(q) For financing technicians and other personnel of the United Nations 
Food and Agriculture Organization and World Health Organization (including 
necessary equipment and supplies) engaged in (i) consulting and advising on, 
conducting, or administering government programs designed to relieve chronic 
hunger and malnutrition, (ii) consulting and advising on programs for the 
storage, management, and operation of national food reserves, or (iii) training 
local technical, administrative, and other personnel needed to carry out such 

ms; 

“(r) For financing research, surveys, conferences, publicity, and other activi- 
ties which the President shall find to be helpful in support of the projected 
ties which the President shall find to be helpful in support of the projected ‘Free 
the World From Hunger’ campaign of the United Nations Food and Agriculture 
Organizations ; and for such purposes and the purposes of paragraph (q) any 
eurrencies of any country available under this Act may be transferred to and 
used in any other country ; 

“(s) For financing local currency cost components of projects undertaken by 
the United Nations Special Fund for which such Fund pays foreign exchange 
costs ; 

“(t) For contributions, in addition to United States dollar contributions, to 
the capital fund of any international development association or organization 
of which the United States is a member which may be established as an affiliate 
of the International Bank for Reconstruction and Development for the purpose 
of making long-term loans for economic development ; 

“(u) For financing the preparation, distribution, and exhibiting of audio- 
visual informational and educational materials, including Government materials, 
abroad ; 

“(vy) For transfer to the International Finance Corporation for the purpose 
of promoting private investment abroad under such arrangement as may be 
agreed upon between the President, said Corporation, and the country whose 
currency is involved ; 

“(w) For financing the services of technicians, advisers, and administrators 
who are nationals of any friendly country, which may be needed to further 
economic and social development programs in other friendly countries ; 

“(x) For financing relief and rehabilitation projects undertaken following 
disasters or for assistance to refugees.” 

(12) Section 104 is further amended by inserting before the period at the 
end thereof a comma and the following: “and from time to time release for 
the general purposes of this title funds that may have accrued in excess of 
prospective needs for payment of United States obligations”. 

(13) Section 106 (which relates to determination of nations with which agree- 
ments shall be negotiated) is amended by striking out the words “Secretary of 
Agriculture” where they appear the second time and inserting in lieu thereof 
“Proesident”’. 

(14) Section 107 (which defines “friendly nation”) is amended by inserting 
before the period at the end thereof a colon and the following: “Provided, That 
such term shall not exclude any nation referred to in clause (2) if the President 
determines that the making and carrying out of agreements with such nation 
under this Act will be in the interest of attaining the foreign policy objectives 
of the United States”. 

(15) Section 109 (which relates to the duration of the program under title 
I) is amended by striking out “December 31, 1959” and inserting in lieu thereof 
“June 30, 1964”. 

(16) Section 202 (authorizing grants of surplus commodities for famine re- 
lief) is amended by striking out “with friendly governments or through volun- 
tary agencies” and inserting in lieu thereof “by or with friendly governments 
or voluntary relief agencies to carry out the purposes of section 201 and to 
assist friendly nations in establishing, expanding, or carrying out programs, in- 
eluding programs undertaken with the assistance of experts and technicians 
of the United Nations Food and Agriculture Organization, and the World Health 
Organization for the relief of chronic hunger and malnutrition”. 

(17) Section 208 (which imposes limits on expenditures under title IT) is 
amended by striking out the first sentence and inserting in lieu thereof the 
following: “Not more than $250,000,000, including the Corporation’s investment 
in the commodities, shall be expended annually for all such transfers and for 
other costs authorized by this title.” 
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(18) Section 204 (which relates to the duration of the program under title 
II) is amended by striking out “December 31, 1959” and inserting in lieg 
thereof “June 30, 1964’’. 

(19) Section 304(b) (which prohibits certain transactions with the Union of 
Soviet Socialist Republics and areas dominated or controlled by the Communist 
regime in China) is amended by striking out “title I or title III’ and inserting 
in lieu thereof “title I, title III, title IV, title V,.or title VI’. 

(20) Title III is further amended by adding at the end thereof a new section 
as follows: 

“Sec. 306. Notwithstanding any other provision of law, the Commodity Credit 
Corporation is hereby directed— 

“(1) to dispose of its stocks of edible oils or products thereof by dona- 
tion, upon such terms and conditions as the Secretary of Agriculture deems 
appropriate, to nonprofit voluntary agencies registered with the Depart- 
ment of State, appropriate agencies of the Federal Government or inter. 
national organizations, for use in the assistance of needy persons outside 
the United States ; 

““(2) to purchase for donation as provided above such quantities of edible 
oils and the products thereof as the Secretary determines will maintain the 
support level for cottonseed and soybeans without requiring the acquisition 
of such commodities under the price support program. 

Commodity Credit Corporation may incur such additional costs with respect 
to commodities to be donated hereunder as it is authorized to incur with re- 
spect to food commodities disposed of under section 416 of the Agricultural Act 
of 1949, and may pay ocean freight charges from United States ports to desig- 
nated ports of entry abroad.” 

(21) Such Act is further amended by adding at the end thereof the following 
new titles: 


“TITLE IV—LONG TERM SUPPLY CONTRACTS 





“Sec. 401. The purpose of this title is to utilize agricultural commodities and 
the products thereof produced in the United States, including but not limited to 
agricultural commodities in surplus supply, to assist the economic development 
of friendly nations by assuring such nations a stable supply of agricultural 
commodities on long-term credit for domestic consumption during periods of 
economic development so that the resources and manpower of such nations may 
be utilized more effectively for industrial and other domestic economic develop- 
ment without jeopardizing meanwhile adequate supplies of agricultural com- 
modities for domestic use. 

“Src. 402. In furtherance of this purpose, the President is authorized to enter 
into agreements with friendly nations under the terms of which the United 
States shall undertake to deliver annually (a) certain quantities of wheat, rice, 
cotton, feed grains, or tobacco, or (b) such other surplus agricultural com- 
modities as may from time to time be available, for periods of not to exceed 
ten years. 

“Sec. 403. Payment for such commodities shall be in dollars or in services 
or in strategic or other materials of which the United States does not do- 
mestically produce its requirements, as the President may from time to time 
determine, with interest at such rate as the President may determine but not 
more than 2% per centum per year. Payment may be made in approximately 
equal annual amounts over periods of not to exceed forty years from the date 
of the last delivery of commodities under the agreement and interest shall be 
computed from the date of such last delivery. 

“Sro. 404. Any such agreement shall include the following undertakings on 
the part of the purchasing nation as conditions of such contract: 

“(1) That commodities provided hereunder will not replace any usual im- 
ports of the same or similar commodities by such nation from friendly nations; 

“(2) That commodities provided hereunder will be used only for domestic 
consumption and that none of such commodities will be sold outside the pur- 
chasing nation either directly or through replacement of domestic production. 

“Sec. 405: In entering into such agreements, the President shall endeavor to 
reach agreement with other exporting nations of such commodities for their 
participation in the supply and assistance program herein authorized on a 
proportionate and equitable basis. 
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“Spo, 406. In carrying out this title, the provisions of sections 101, 102, 103 (a), 
06, 107, and 108 of this Act shall be applicable to the extent not inconsistent 
with this title. 


“TITLE V—NATIONAL FOOD RESERVES 


“Seo. 501. The President is authorized to implement the resolution adopted 
py the United Nations on February 20, 1957 (United Nations Resolution 1025 
[XI]), which was sponsored by the United States, calling for international co- 
operation in the establishment of national food reserves by making transfers 
of surplus agricultural commodities for the purpose of establishing such re- 
serves. The Commodity Credit Corporation shall make available to the Presi- 
dent out of its stocks such agricultural commodities as he may request for 
this purpose. 

“Sec. 502. In making transfers under this title, the President may provide 
for delivery free on board vessels in United States ports and, upon a determina- 
tion by the President that it is necessary to accomplish the purposes of such 
resolution, for the payment of ocean freight charges from United States ports 
to designated ports of entry abroad, and for the furnishing of technical and 
other assistance in providing storage facilities for the food reserves so estab- 
lished. 

“Sec. 503. (a) No assistance under this title shall be furnished to any nation 
or organization of nations unless such nation or organization agrees— 

“(1) to use the commodities furnished under this title to establish na- 
tional food reserves ; 

“(2) to maintain the food reserves so established at agreed levels; 

“(3) to consult with and utilize the services of experts and technicians of 
the United Nations Food and Agriculture Organization with respect to 
technical problems of storage, management, and operation of national 
food reserves ; 

“(4) to maintain and operate such reserves in such manner that they will 
not interfere with normal commercial trade of the United States or other 
friendly nations. 

“(b) The President is authorized to make transfers of commodities under 
title II wherever necessary to replenish reserves which are depleted as a result 
of famine or other urgent or extraordinary relief requirements. 

“Seo. 504. There are hereby authorized to be appropriated such sums as may 
be necessary to carry out the provisions of this title. Sums appropriated for 
such purpose shall be available to reimburse the Commodity Credit Corporation 
for the Corporation’s investment in commodities transferred hereunder and for 
all costs referred to in section 103(a). 

“Sec. 505. No grants or other assistance shall be furnished under this title 
after June 30, 1964. 


“TITLE VI—BINATIONAL FOUNDATIONS 


“Src. 601. (a) The President is authorized to negotiate and carry out agree- 
ments with friendly nations to provide for the establishment in such countries of 
nonprofit foundations to foster and promote research, education, health, and 
public welfare. 

“(b) A foundation established under this title shall be under the direction of 
a board of trustees consisting of— 

“(1) a number to be determined by the agreement between the United 
States and the country in which the foundation is located, of the nationals 
of suck country appointed by the Government thereof ; ¢ 

“(2) an equal number of nationals of the United States (one of whom 
shall be the chief of the United States diplomatic mission to such country) 
appointed by the President ; and 

“(3) one member, who shall be chairman, who shall be appointed by the 
government of such country with the approval of a majority of the members 
appointed as provided in clauses (1) and (2). 

Members of a board of trustees shall serve at the pleasure of the appointing 
authority, and vacancies shall be filled in the same manner as in the case of the 
original appointments. 

“Sec. 602. Notwithstanding the provisions of section 1415 of the Supplemental 
Appropriation Act, 1953, or any other provision of law, the President is au- 
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thorized to grant to any foundation established under this title for use in carry. 
ing out the purposes specified in section 601(a) any unexpended local currencies 
which accrue to the United States, as repayments of principal or payment of 
interest on loans heretofore or hereafter made by the United States under section 
104. Any such currencies may be used for direct expenditure, or may be in- 
vested and the proceeds used, for carrying out this title. 


“TITLE VII—ADMINSTRATION 


“Seo. 701. (a) There is hereby established in the Executive Office of the 
President an agency to be known as the Peace Food Administration, which shall 
be headed by a Peace Food Administrator appointed by the President by and 
with the advice and consent of the Senate. The Peace Food Administrator shall 
serve at the pleasure of the President and shall receive compensation at the rate 
of $21,000 per annum. 

“(b)(1) The President shall carry out the functions conferred upon him by 
this Act and section 402 of the Mutual Security Act of 1954, as amended, either 
directly or through the Peace Food Administrator. 

“(2) The President is authorized to transfer to the Peace Food Administrator 
the functions of any other agency which he determines are related to the fune- 
tions of, and can be more effectively or economically carried out by, the Peace 
Food Administrator, together with any personnel or property used primarily in 
carrying out such functions. 

“(¢) The Peace Food Administrator is authorized to make such expenditures 
and appoint and fix the compensation of such personnel as may be necessary 
to enable him to carry out his functions, 

“Sec. 702. (a) There is hereby established a Peace Food Policy Committee 
which shall consist of an Assistant Secretary, or officer of comparable level, 
of each of the following departments or agencies: Departments of State, Treas- 
ury, Agriculture, Commerce, Health, Education, and Welfare, and the Inter- 
national Cooperation Administration. 

“(b) It shall be the duty of the Peace Food Policy Committee to advise and 
consult with the Peace Food Administrator concerning the administration of 
this Act. The Committee shall meet from time to time upon request of the 
Peace Food Administrator and at such other times as it may deem necessary. 

“Sec. 708. (a) There is hereby established a Peace Food Advisory Committee 
which shall consist of representatives of the following and such other groups as 
the President deems advisable who shall be appointed by the President for terms 
of two years: 

“(1) The major agricultural organizations; 

(2) Exporters of food and fiber ; 

“(3) Voluntary agencies such as Cooperative for American Remittances 
to Europe (CARE) and church groups; 

“(4) Educational groups; and 

“(5) Voluntary health groups. 

“(b) It shall be the duty of the Peace Food Advisory Committee to advise 
and consult with the Peace Food Administrator, and to make such recommenda- 
tions as it deems advisable, concerning the administration of this Act. The 
Committee shall meet from time to time upon request of the Peace Food Admin- 
istrator and at such other times as it may deem necessary. In carrying out its 
duties under this Act, the Committee shall invite a representative of the United 
Nations Food and Agriculture Organization to meet with the Committee in 
order that, through him, the views of other exporting countries might be heard 
and their interests taken into account. 

“(c) Members of the Advisory Committee shall be entitled, while attending 
meetings of the Committee, to receive compensation at the rate of $50 per diem, 
and while away from their homes or regular places of business they may be 
allowed travel expenses, including per diem in lieu of subsistence, as authorized 
by law for persons in the Government service employed intermittently. 

“Sec. 704. In negotiating agreements under this Act, the President shall give 
due consideration to the internal and external political and economic conditions 
of the countries concerned by drawing upon the appropriate title or titles of 


this Act in such manner as to carry out more effectively the policy set forth in 
section 2,” 
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(H.R. 6749, 86th Cong., 1st sess. }) 


aL, sxromote the foreign policy of the United States and help build essential world 
a aiions of peace by the more effective use of United States agricultural commodities 
for the relief of human hunger and for promoting economic and social development in 
less developed countries 


Be it enacted by the Senate and House of Representatives of the United 
states of America in Congress assembled, That Public Law 480 of the Bighty- 
third Congress, as amended, is further amended as follows: 

(1) The first section (which provides the short title) is amended to read as 
follows: ; : 

“That this Act may be cited as “The International Food for Peace Act of 
1959”.”” eee 

(2) Section 2’ (which consists of a statement of policy) is amended to read 


as follows: 
“CONGRESSIONAL FINDINGS AND POLICY 


“Spc. 2. (a) Because of the increased productivity made possible by science 
and technology, there is now, for the first time in history, no reason in physical 
scarcity for the continued existence of hunger—anywhere on this earth. It is 
now possible and practical for mankind to take cooperative steps to abolish 
human hunger. 

“This being so, massive hunger and suffering from want of clothing, existing 
in the world in the shadow of unused present and potential surpluses of food and 
fiber, are no longer tolerable, either morally, politically, or economically. 

“The Congress, while recognizing the difficult international, political, and eco- 
nomic problems that lie between hunger and want of clothing in many parts of 
the world and food and fiber surpluses in others, declares it to be the policy 
of the United States to move as rapidly as possible in cooperation with other 
friendly nations, toward putting its abundance of food and fiber more effectively 
in the service of human need. 

“(b) Peoples who comprise one-third of the human race have in our genera- 
tion achieved national independence (or are in the process of doing so) and are 
in revolt against the poverty, ignorance, disease, inferior status, and lack of 
opportunity which have always been their lot. They are determined to achieve 
that economic and social development necessary to national dignity and indi- 
vidual well-being. To mobilize their resources with reasonable speed and de- 
velop their economies to a point where they are self-propelled and self-sustain- 
ing they require substantial outside aid over a considerable period of years. If 
that aid is adequately forthcoming from the free world, they have a good chance 
to accomplish their purposes in freedom, remaining a part of the free world 
and contributing to its strength and well-being. If it is not forthcoming, their 
alternative is to seek it in the Communist world, and in the process to surrender 
both personal and national freedom. Deeply aware of and sympathetic with the 
aspirations of the world’s peoples who seek in freedom greater national dignity 
and individual well-being, the Congress declares it to be the policy of the United 
States to help them achieve those aspirations. The Congress recognizes that 
for this purpose a number of different kinds of aid are required, but that among 
them food and fiber aid is a highly important form and one whose effectiveness 
can be greatly increased. The Congress declares that the agricultural abundance 
of the United States is not an embarrassment but a blessing to be used in the 
service of mankind, that it should be so used to the maximum extent possible, 
and that if it is so used it can help build essential conditions of world peace and 
freedom. 

“(c) To achieve those larger purposes, the Congress directs that this Act shall 
be administered (1) so as to help other countries carry forward their own na- 
tional or regional plans for development in freedom and independence; (2) so 
as to support the efforts and programs of the United Nations, its specialized 
agencies and affiliated organizations, and regional organizations of friendly 
countries, directed toward the same ends; (3) so as to leave wide latitude in 
working out details of national agreements and projects to United States Chiefs 
of Missions in negotiations with the governments. concerned: and (4) so as to 
enlist the cooperation of other countries in putting agricultural surpluses more 
effectively in the service of human need and the economic and social development 
of less developed countries. 

“(d) It is also declared to be the policy of Congress to expand international 
trade among the United States and friendly nations, to facilitate the converti- 
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bility of currency, to promote the economic stability of American agriculure, 
and the national welfare, to make maximum efficient use of surplus agricultura] 
commodities in furtherance of the foreign policy of the United States, and to 
stimulate and facilitate the expansion of foreign trade in agricultural commodi- 
ties produced in the United States by providing a means whereby surplus agri- 
cultural commodities in excess of the usual marketings of such commodities may 
be sold through private trade channels, and foreign currencies accepted in pay- 
ment thereof. It is further the policy to use foreign currencies which accrue to 
the United States under this Act to expand international trade, to encourage 
economic development to purchase strategic materials, to pay United States 
obligations abroad, to promote collective strength, and to foster in other ways 
the foreign policy of the United States.” 

(3) Section 101 (which relates to the negotiation of agreements) is amended 
by striking out “and” at the end of paragraph (d), by changing the period at the 
end of paragraph (e) to a semicolon, and by adding at the end of such section 
the following new paragraphs: 

“(f) seek, insofar as possible, to enter into such agreements for periods 
in excess of one year; and 

“(g) give maximum attention to utilizing the authority and funds pro- 
vided by this Act to further the economic and social development plans of 
underdeveloped countries.” 

(4) Section 103(b) (prescribing limit on appropriations) is amended to read 
as follows: 

“(b) Agreements shall not be entered into under this title during the period 
beginning July 1, 1959, and ending June 30, 1964, which will call for appro- 
priations to reimburse the Commodity Credit Corporation, pursuant to subsee- 
tion (a) of this section, in amounts in excess of $2,000,000,000 annually, plus any 
amount by which agreements entered into in prior years have called or will call 
for appropriations to reimburse the Commodity Credit Corporation in amounts 
less than authorized for such prior fiscal years by this Act as in effect during 
such fiscal years.” 

(5) Section 103 is further amended by adding at the end thereof the following 
new subsection: 

“(c) In earrying out programs and activities under this title, the President 
Shall, insofar as possible, coordinate such programs and activities with other 
United States and international programs and activities directed toward the 
same end.” 

(6) Section 104(e) (relating to loans for trade expansion) is amended by 
striking out “Export-Import Bank for loans mutually agreeable to said bank” 
and inserting in lieu thereof “United States Development Loan Fund created 
by title II of chapter II of the Mutual Security Act of 1954, as amended, for 
loans mutually agreeable to said Fund’, and by inserting before the semicolon 
at the end thereof a colon and the following: “Provided further, That funds 
which have accrued under this section and which are uncommitteed may at the 
discretion of the President, be placed under the administration of the Develop- 
ment Loan Fund”. 

(7) Section 104(g) (relating to the promotion of trade and economic de- 
velopment) is amended to read as follows: 

“(g) For loans and grants to promote multilateral trade and economic de- 
velopment, made through established banking facilities of the friendly nation 
from which the foreign currency was obtained or in any other manner which 
the President may deem to be appropriate. Interest on loans made under this 
subsection shall be at such rate, not to exceed 214 per centum per annum, as 
the President shall determine. Strategic materials, services, or foreign curren- 
cies may be accepted in payment of such loans ;”, 

(8) Section 104(h) (relating to international educational exchange activities) 
is amended by striking out the words “in such amounts as may be specified from 
time to time in appropriation Acts” and by striking out the semicolon at the end 
thereof and inserting in lieu thereof a period and the following: “Such cur- 
rencies may also be used for making grants to United States nonprofit organiza- 
tions and institutions for carrying out such exchange of persons projects under 
this paragraph between the United States and other countries as may be agreed 
upon between such organizations and institutions and the Secretary of State, 
but no such grants shall be made to any organization or institution which does 
not agree to provide the dollar funds which the Secretary of State deems neces- 
sary to carry forward agreed projects to a successful conclusion ;”. 
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(9) Section 104(k) (relating to scientific activities) is amended by striking 
out “but no foreign currencies shall be used for the purposes of this subsection 
(k) unless specific appropriations be made therefor” and inserting in lieu 
thereof the following: “and to promote and support programs of medical and 
scientific research, cultural and educational development, health, nutrition, and 
sanitation”. 

(10) Section 104(0) (relating to assistance to educational facilities spon- 
gored by United States citizens) is amended by striking out so much thereof as 
follows the semicolon. ; . 

(11) Section 104 (relating to uses of foreign currencies) is amended by in- 
serting after paragraph (0) the following new paragraphs : 

“(p) For supporting workshops in American studies or American educational 
techniques, and supporting chairs in American studies. 

“(q) For financing technicians and other personnel of the United Nations 
Food and Agriculture Organization and World Health Organization (including 
necessary equipment and supplies) engaged in (i) consulting and advising on, 
conducting, or administering Government programs designed to relieve chronic 
hunger and malnutrition, (ii) consulting and advising on programs for the stor- 
age, management, and operation of national food reserves, or (iii) training local 
technical, administrative, and other personnel needed to carry out such pro- 

ms, 
or) For financing research, surveys, conferences, publicity, and other activi- 
ties which the President shall find to be helpful in support of the projected ‘free 
the world from hunger’ campaign of the United Nations Food and Agriculture 
Organization; and for such purposes and the purposes of paragraph, (q) any 
currencies of any country available under this Act may be transferred to and 
used in any Other country ; 

“(s) For financing local currency cost components of projects undertaken by 
the United Nations Special Fund for which such Fund pays foreign exchange 
costs ; 

“(t) For contributions, in addition to United States dollar contributions, to 
the capital fund of any international development association or organization of 
which the United States is a member which may be established as an affiliate of 
the International Bank for Reconstruction and Development for the purpose of 
making long-term loans for economic development ; 

“(u) For financing the preparation, distribution, and exhibiting of audio- 
visual informational and educational materials, including Government materials, 
abroad ; 

“(vy) For transfer to the International Finance Corporation for the purpose 
of promoting private investment abroad under such arrangement as may be 
agreed upon between the President, said Corporation, and the country whose 
currency is involved ; . 

“(v°) For financing the services of technicians, advisers, and administrators 
who are nationals of any friendly country, which may be needed to further eco- 
nomic and social development programs in other friendly countries; 

“(x) For financing relief and rehabilitation projects undertaken following 
disasters or for assistance to refugees.” 

(12) Section 104 is further amended by inserting before the period at the end 
thereof a comma and the following: “and from time to time release for the gen- 
eral purposes of this title funds that may have accrued in excess of prospective 
needs for payment of United States obligations”. 

(13) Section 106 (which relates to determination of nations with which 
agreements shall be negotiated) is amended by striking out the words “Secre- 
tary of Agriculture” where they appear the second time and inserting in lieu 
thereof “President”. 

(14) Section 107 (which defines “friendly nation”) is amended by inserting 
before the period at the end thereof a colon and the following: “Provided, That 
such term shall not exclude any nation referred to in clause (2) if the President 
determines that the making and carrying out of agreements with such nation 
under this Act will be in the interest of attaining the foreign-policy objectives of 
the United States”. 

(15) Section 109 (which relates to the duration of the program under title 
I) is amended by striking out “December 31, 1959” and inserting in lieu thereof 
“June 30, 1964”. 

(16) Section 202 (authorizing grants of surplus commodities for famine re- 
lief) is amended by striking out “with friendly governments or through volun- 





44 EXTENSION OF PUBLIC LAW 480 


tary agencies” and inserting in lieu thereof “by or with friendly governments or 
voluntary relief agencies to carry out the purposes of section 201 and to agsigt 
friendly nations in establishing, expanding, or carrying out programs, including 
programs undertaken with the assistance of experts and technicians of the 
United Nations Food and Agriculture Organization, and the World Health Op. 
ganization for the relief of chronic hunger and malnutrition”. 

(17) Section 203 (which imposes limits on expenditures under title IT) ig 
amended by striking out the first sentence and inserting in lieu thereof the 
following: “Not more than $250,000,000, including the Corporation’s investment 
in the commodities, shall be expended annually for all such transfers and for 
other costs authorized by this title.” 

(18) Section 204 (which relates to the duration of the program under title 
II) is amended by striking out “December 31, 1959” and inserting in lieu thereof 
“June 30, 1964”. 

(19) Section 304(b) (which prohibits certain transactions with the Union 
of Soviet Socialist Republics and areas dominated or controlled by the Com. 
munist regime in China) is amended by striking out “title I or title III” ang 
inserting in lieu thereof “title I, title III, title V, or title VI’. 

(20) Title III is further amended by adding at the end thereof a new section 
as follows: 

“Sec. 306. Notwithstanding any other provision of law, the Commodity Credit 
Corporation is hereby directed— 

(1) to dispose of its stocks of edible oils or products thereof by dona- 
tion, upon such terms and conditions as the Secretary of Agriculture deems 
appropriate, to nonprofit voluntary agencies registered with the Department 
of State, appropriate agencies of the Federal Government or international 
organizations, for use in the assistance of needy persons outside the United 
States; 

“(2) to purchase for donation as provided above such quantities of edible 
oils and the products thereof as the Secretary determines will maintain the 
support level for cottonseed and soybeans without requiring the acquisition 
of such commodities under the price support program. 

Commodity Credit Corporation may incur such additional costs with respect 
to commodities to be donated hereunder as it is authorized to incur with respect 
to food commodities disposed of under section 416 of the Agricultura! Act 
of 1949, and may pay ocean freight charges from United States ports to desig- 
nated ports of entry abroad.” 

(21) Such Act is further amended by adding at the end thereof the follow- 
ing new titles: 


“TITLE IV—LONG-TERM SUPPLY CONTRACTS 


“Sec. 401. The purpose of this title is to utilize agricultural commodities 
and the products thereof produced in the United States, including but not 
limited to agricultural commodities in surplus supply, to assist the economie 
development of friendly nations by assuring such nations a stable supply ef 
agricultural commodities on long-term credit for domestic consumption during 
periods of economic development so that the resources and manpower of such 
nations may be utilized more effectively for industrial and other domestic 
economic development without jeopardizing meanwhile adequate supplies of 
agricultural commodities for domestic use. 

“Sec. 402. In furtherance of this purpose, the President is authorized to enter 
into agreements with friendly nations under the terms of which the United 
States shall undertake to deliver annually (a) certain quantities of wheat, 
rice, cotton, feed grains, or tobacco, or (b) such other surplus agricultural 
commodities as may from time to time be available, for periods of not to exceed 
ten years. 

“Sec. 403. Payment for such commodities shall be in dollars or in services 
or in strategic or other materials of which the United States does not domes- 
tically produce its requirements, as the President may from time to time deter- 
mine, with interest at such rate as the President may determine but not more 
than 2% per centum per year. Payment may be made in approximately equal 
annual amounts over periods of not to exceed forty years from the date of 
the last delivery of commodities under the agreement and interest shall be 
computed from the date of such last delivery. 

“Sec. 404, Any such agreement shall include the following undertakings on 
the part of the purchasing nation as conditions of such contract: 
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“(1) That commodities. provided hereunder will not replace any usual im- 

rts of the same or similar commodities by such nation from friendly nations ; 

“(2) That commodities provided hereunder will be used only for domestic 
consumption and that none of such commodities will be sold outside the pur- 
chasing nation either directly or through replacement of domestic production. 

“Sec. 405. In entering into such agreements, the President shall endeavor to 
reach agreement with other exporting nations of such commodities for their 

rticipation in the supply and assistance program herein authorized on a 
proportionate and equitable basis. ' 

“Spc. 406. In carrying out this title, the provisions of sections 101, 102, 103 (a), 
106, 107, and 108 of this Act shall be applicable to the extent not inconsistent 
with this title. 


“TITLE V—NATIONAL FOOD RESERVES 


“So. 501. The President is authorized to implement the resolution adopted by 
the United Nations on February 20, 1957 (United Nations Resolution 1025 
[XI]), which was sponsored by the United States, calling for imternational 
cooperation in the establishment of national food reserves by making transfers 
of surplus agricultural commodities for the purpose of establishing such reserves. 
The Commodity Credit Corporation shall make available to the President out 
of its stocks such agricultural commodities as he may request for this purpose. 

“Sec. 502. In making transfers under this title, the President may provide for 
delivery f.o.b. vessels in United States ports and, upon a determination by the 
President that it is necessary to accomplish the purposes of such resolution, for 
the payment of ocean freight charges from United States ports to designated 
ports of entry abroad, and for furnishing of technical and other assistance in 
providing storage facilities for the food reserves so established. 

“Sec. 503. (a) No assistance under this title shall be furnished to any nation 
or organization of nations unless such nation or organization agrees— 

“(1) to use the commodities furnished under this title to establish na- 
tional food reserves ; 

(2) to maintain the food reserves so established at agreed levels; 

“(3) to consult with and utilize the services of experts and technicians 
of the United Nations Food and Agriculture Organization with respect to 
technical problems of storage, management, and operation of national food 
reserves ; 

“(4) to maintain and operate such reserves in such manner that they 
will not interfere with normal commercial trade of the United States or other 
friendly nations. 

“(b) The President is authorized to make transfers of commodities under 
title II wherever necessary to replenish reserves which are depleted as a result 
of faiiine or other urgent or extraordinary relief requirements. 

“Sec. 504. There are hereby authorized to be appropriatd such sums as may 
be necessary to carry out the provisions of this title. Sums appropriated for 
such purpose shall be available to reimburse the Commodity Credit Corporation 
for the Corporation's investment in commodities transferred hereunder and for 
all costs referred to in section 103 (a). 

“Sec. 505. No grants or other assistance shall be furnished under this title 
after June 30, 1964. 


“TITLE VI—BINATIONAL FOUNDATIONS 


“Sec. 601. (a) The President is authorized to negotiate and carry out agree- 
ments with friendly nations to provide for the establishment in such countries 
of nonprofit foundations to foster and promote research, education, health, and 
public welfare. 

“(b) A foundation established under this title shall be under the direction of 
a board of trustees consisting of— 

“(1) a number, to be determined by the agreement between the United 
States and the country in which the foundation is located, of the nationals 
of such country appointed by the Government thereof ; 

“(2) an equal number of nationals of the United States (one of whom 
shall be the chief of the United States diplomatic mission to such country) 
appointed by the President ; and 

“(3) one member, who shall be chairman, who shall be appointed by the 
Government of such country with the approval of a majority of the members 
appointed as provided in clauses (1) and (2). 
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Members of a board of trustees shall serve at the pleasure of the appoin 
authority, and vacancies shall be filled in the same manner as in the case of 
the original appointments. 

“Sec. 602. Notwithstanding the provisions of section 1415 of the Supple. 
mental Appropriation Act 1953, or any other provision of law, the President jg 
authorized to grant to any foundation established under this title for use jp 
carrying out the purposes specified in section 601(a) any unexpended loca} 
currencies which accrue to the United States, as repayments of principal or 
payment of interest on loans heretofore or hereafter made by the United States 
under section 104. Any such currencies may be used for direct expenditure, or 
may be invested and the proceeds used, for carrying out this title. 


“TITLE VII—ADMINISTRATION 


“Sec. 701. (a) There is hereby established in the Executive Office of the 
President an agency to be known as the Peace Food Administration, which shal] 
be headed by a Peace Food Administrator appointed by the President by and 
with the advice and consent of the Senate. The Peace Food Administrator shal) 
serve at the pleasure of the President and shall receive compensation at the 
rate of $21,000 per annum. 

“(b)(1) The President shall carry out the functions conferred upon him 
by this Act and section 402 of the Mutual Security Act of 1954, as amended, 
either directly or through the Peace Food Administrator. 

“(2) The President is authorized to transfer to the Peace Food Adminis- 
trator the functions of any other agency which he determines are related to 
the functions of, and can be more effectively or economically carried out by, 
the Peace Food Administrator, together with any personnel or property used 
primarily in carrying out such functions. 

“(c) The Peace Food Administrator is authorized to make such expendi- 
tures and appoint and fix the compensation of such personnel as may be nec- 
essary to enable him to carry out his functions. 

“Sec. 702. (a) There is hereby established a Peace Food Policy Committee 
which shall consist of an Assistant Secretary, or officer of comparable level, 
of each of the following departments or agencies: Departments of State, Treas- 
ury, Agriculture, Commerce, Health, Education, and Welfare, and the Inter. 
national Cooperation Administration. 

“(b) It shall be the duty of the Peace Food Policy Committee to advise and 
consult with the Peace Food Administrator concerning the administration of 
this Act. The Committee shall meet from time to time upon request of the 
Peace Food Administrator and at such other times as it may deem necessary. 

“Sec. 703. (a) There is hereby established a Peace Food Advisory Commit- 
tee which shall consist of representatives of the following and such other groups 
as the President deems advisable who shall be appointed by the President for 
terms of two years: 

“(1) The major agricultural organizations ; 

“(2) Exporters of food and fiber ; 

“(3) Voluntary agencies such as CARE and church groups; 

“(4) Educational groups; and 

“(5) Voluntary health groups. 

“(b) It shall be the duty of the Peace Food Advisory Committee to advise 
and consult with the Peace Food Administrator, and to make such recommen- 
dations as it deems advisable, concerning the administration of this Act. The 
Committee shall meet from time to time upon request of the Peace Food Ad- 
ministrator and at such other times as it may deem necessary. In carrying 
out its duties under this Act, the Committee shall invite a representative ot 
the United Nations Food and Agriculture Organization to meet with the Com- 
mittee in order that, through him, the views of other exporting countries might 
be heard and their interests taken into account. 

“(c) Members of the Advisory Committee shall be entitled, while attend- 
ing meetings of the Committee, to receive compensation at the rate of $50 per 
diem, and while away from their homes or regular places of business they 
may be allowed travel expenses, including per diem in lieu of subsistence, as 
authorized by law for persons in the Government service employed 
intermittently. 
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“Spo. 704. In negotiation agreements under this Act, the President shall give 
due consideration to the internal and external political and economic condi- 
tions of the countries concerned by drawing upon the appropriate title or 
titles of this Act in such manner as to carry out more effectively the policy 
set forth in section 2.” 


[H.R. 7146, 86th Cong., 1st sess.] 


A BILL To amend the Agricultural Trade Developer and Assistance Act of 1954, as 
amende 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development and 
Assistance Act of 1954 is amended by adding at the end of title III thereof the 
following : 

“Spc. 306. (a) No dairy commodity produced in the United States shall be sold 
or disposed of pursuant to this Act, or with the assistance of the Secretary of 
Agriculture under any other Act, for use outside the United States for the 
manufacturing, blending, or compounding of filled milk or filled cheese. 

“(b) The sale or disposition outside the United States of any dairy commodity 
under this Act, or with the assistance of the Secretary of Agriculture under any 
other Act, irrespective of whether the commodity is acquired by the Commodity 
Credit Corporation pursuant to a price support or surplus removal program, 
shall be accomplished by sale from stocks of the Commodity Credit Corporation, 
or by payment to exporters at the export rate determined by the Secretary, or in 
lieu of payment in cash the Secretary of Agriculture may transfer to the ex- 
porter of any diary commodity, at the option of the exporter, any dairy com- 
modity from CCC stocks. 

“(e) Except as limited by paragraphs (a) and (d) hereof, the Secretary may 
establish different export rates applicable to dairy commodities produced in the 
United States and sold or disposed of in different countries, if he finds such 
different rates necessary to maintain or expand markets for dairy commodities 
in competition with filled milk or filled cheese. 

“(d) No dairy commodity produced in the United States shall be sold or dis- 
posed of pursuant to this Act, or with the assistance of the Secretary of Agri- 
culture under any other Act, if the Secretary finds that such sale or disposition 
will have the effect of disrupting or displacing any usual marketings of, or any 
normal patterns of commercial trade in, any dairy commodity produced in the 
United States. 

“(e) As used in this section— 

“(1) The term ‘dairy commodity’ includes any dairy commodity or product 
thereof, class, kind, type, or other specification thereof ; 

“(2) The term ‘United States’ includes the District of Columbia, and any 
Territory, Commonwealth, and possession of the United States; 

“(3) The term ‘filled milk’ means filled milk as defined in the Filled Milk 
Act of March 4, 1923 (21 U.S.C., sec. 61-64) ; 

““(4) The term ‘export rate’ means the rate or rates of payment deter- 
mined by the Secretary of Agriculture to be applicable to any dairy com- 
modity, and to be necessary to maintain, or to encourage and assist in the 
development of, foreign markets for any dairy commodity produced in the 
United States.” 


[H.R. 7202, 86th Cong., 1st sess.], 


A BILL To promote the foreign policy of the United States and help to build essential world 
conditions of peace, by the more effective use of United States agricultural commodities 
for the relief of human hunger, and for promoting economic and social development in 
less developed countries 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That Public Law 480 of the Highty- 
third Congress, as amended, is further amended as follows: 

(1) The first section (which provides the short title) is amended to read 
as follows: 

; “That this Act may be cited as the ‘International Food for Peace Act of 
959".”” 
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(2) Section 2 (which consists of a statement of policy) is amended to read 


as follows: 
“CONGRESSIONAL FINDINGS AND POLICY 


“Sec. 2. (a) Because of the increased productivity made possible by science 
and technology, there is now, for the first time in history, no reason in physica] 
searcity for the continued existence of hunger, anywhere on this earth, It ig 
now possible and practical for mankind to take cooperative steps to abolish 
human hunger. 

“This being so, massive hunger and suffering from want of clothing, existing 
in the world in the shadow of unused present and potential surpluses of food 
and fiber, are no longer tolerable, either morally, politically, or economically. 

“The Congress, while recognizing the difficult international, political and 
economic problems that lie between hunger and want of clothing in many parts 
of the world and food and fiber surpluses in others, declares it to be the policy 
of the United States to move as rapidly as possible in cooperation with other 
friendly nations, toward putting its abundance of food and fiber more effectively 
in the service of human need. 

“(b) Peoples who comprise one-third of the human race have in our genera- 
tion achieved national independent (or are in the process of doing so) and are 
in revolt against the poverty, ignorance, disease, inferior status, and lack of 
opportunity which have always been their lot. They are determined to achieve 
that economic and social development necessary to national dignity and in- 
dividual well-being. To mobilize their resources with reasonable speed and 
develop their economies to a point where they are self-propelled and self-sus- 
taining they require substantial outside aid over a considerable period of years. 
If that aid is adequately forthcoming from the free world, they have a good 
chance to accomplish their purposes in freedom, remaining a part of the free 
world and contributing to its strength and well-being. If it is not forthcoming, 
their alternative is to seek it in the Communist world, and in the process to sur- 
render both personal and national freedom. Deeply aware of and sympathetic 
with the aspirations of the world’s peoples who seek in freedom greater national 
dignity and individual well-being, the Congress declares it to be the policy of 
the United States to help them achieve those aspirations. The Congress recog- 
nizes that for this purpose a number of different kinds of aid are required, but 
that ameng them food and fiber aid is a highly important form and one whose 
effectiveness can be greatly increased. The Congress declares that the agri- 
eultural abundance of the United States is not an embarrassment but is a 
blessing to be used in the service of mankind, that it should be so used to the 
maximum extent possible, and that if it is so used it ean help build essential 
conditions of world peace and freedom. 

“(c) To achieve those larger purposes, the Congress directs that this Act 
shall be administered (1) so as to help other countries carry forward their own 
national or regional plans for development in freedom and independence; (2) so 
as to support the efforts and programs of the United Nations, its specialized 
agencies and affiliated organizations, and regional organizations of friendly 
countries, directed toward the same ends; (3) so as to leave wide latitude in 
working out details of national agreements and projects to United States Chiefs 
of Missions in negotiations with the governments concerned; and (4) so as to 
enlist the cooperation of other countries in putting agricultural surpluses more 
effectively in the service of human need and the economic and social develop- 
ment of less developed countries. 

“(d) It is also declared to be the policy of Congress to expand international 
trade among the United States and friendly nations, to facilitate the convertibil- 
ity of currency, to promote the economic stability of American agriculture and 
the national welfare, to make maximum efficient use of surplus agricultural 
commodities in furtherance of the foreign policy of the United States, and to 
stimulate and facilitate the expansion of foreign trade in agricultural com- 
modities produced in the United States by providing a means whereby surplus 
agricultural commodities in excess of the usual marketings of such commodities 
may be sold through private trade channels, and foreign currencies accepted 
in payment thereof. It is further the policy to use foreign currencies which 
accrue to the United States under this Act to expand international trade, to 
encourage economic development, to purchase strategic materials, to pay United 
States obligations abroad, to promote collective strength, and to foster in other 
ways the foreign policy of the United States.” 
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(3) Section 101 (which relates to the negotiation of agreements) is amended 
by striking out “and” at the end of paragraph (d), by changing the period at 
the end of paragraph (e) to a semicolon, and by adding at the end of such 
section the following new paragraphs : 

“(f) seek, insofar as possible, to enter into such agreement for periods in 
excess of one year; and 

“(g) give maximum attention to utilizing the authority and funds pro- 
vided by this Act to further the economic and social development plans of 
underdeveloped countries.” 

(4) Section 103(b) (prescribing limit on appropriations) is amended to read 
as follows: 

“(b) Agreements shall not be entered into under this title during the period 
beginning July 1, 1959, and ending June 30, 1964, which will call for appropria- 
tions to reimburse the Commodity Credit Corporation, pursuant to subsection 
(a) of this section, in amounts in excess of $2,000,000,000 annually, plus any 
amount by which agreements entered into in prior ‘years have called or will call 
for appropriations to reimburse the Commodity Credit Corporation in amounts 
less than authorized for such prior fiscal years by this Act as in effect during such 
fiscal years.” 

(5) Section 103 is further amended by adding at the end thereof the following 
new subsection : 

“(c) In carrying out programs and activities under this title, the President 
shall, insofar as possible, coordinate such programs and activities with other 
United States and international programs and activities directed toward the 
same end.” 

(6) Section. 104(e) (relating to loans for trade expansion) is amended by 
striking out “Export-Import Bank for loans mutually agreeable to said bank” 
and inserting in lieu thereof “United States Development Loan Fund created by 
title II of chapter II of the Mutual Security Act of 1954, as amended, for loans 
mutually agreeable to said Fund,” and by inserting before the semicolon at the 
end thereof a colon and the following: “Provided further, That funds which have 
accrued under this section and which are uncommitted may at the discretion 
of the President, be placed under the administration of the Development Loan 
Fund.” 

(7) Section 104(g) (relating to the promotion of trade and economic develop- 
ment) is amended to read as follows: 

“(¢) For loans and grants to promote multilateral trade and economic devel- 
opment, made through established banking facilities of the friendly nation from 
which the foreign currency was obtained or in any other manner which the 
President may deem to be appropriate. Interest on loans made under this sub- 
section shall be at such rate, not to exceed 2% per centum per annum, as the 
President shall determine. Strategic materials, services, or foreign currencies 
may be accepted in payment of such loans ;”. 

(8) Section 104(h) (relating to international educational exchange activities) 
is amended by striknig out the words “in such amounts as may be specified from 
time to time in appropriation acts” and by striking out the semicolon at the end 
thereof and inserting in lieu thereof a period and the following: “Such curren- 
cies may also be used for making grants to United States nonprofit organizations 
and institutions for carrying out such exchange of persons projects under this 
paragraph between the United States and other countries as may be agreed upon 
between such organizations and institutions and the Secretary of State, but no 
such grants shall be made to any organization or institution which does not 
agree to provide the dollar funds which the Secretary of State deems necessary 
to carry forward agreed projects to a successful conclusion ;”’. 

(9) Section 104(k) (relating to scientific activities) is amended by striking 
out “but no foreign currencies shall be used for the purposes of this subsection 
(k) unless specific appropriations be made therefor” and inserting in lieu thereof 
the following: “and to promote and support programs of medical and scientific 
research, cultural and educational development, health, nutrition, and sani- 
tation.” 

(10) Section 104(0) (relating to assistance to educational facilities sponsored 
by United States citizens) is amended by striking out so much thereof as fol- 
lows the semicolon. 

(11) Section 104 (relating to uses of foreign currencies) is amended by in- 
serting after paragraph (0) the following new paragraphs: 

“(p) For supporting workshops in American studies or American educational 
techniques, and supporting chairs in American studies. 
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“(q) For financing technicians and other personnel of the United Nations Food 
and Agriculture Organization and World Health Organization (including neces. 
Sary equipment and supplies) engaged in (i) consulting and advising on, con- 
ducting, or administering government programs designed to relieve chronic 
hunger and malnutrition, (ii) consulting and advising on programs for the 
storage, management, and operation of national food reserves, or (iii) training 
local technical, administrative, and other personnel needed to carry out such 
programs; 

“(r) For financing research, surveys, conferences, publicity, and other actiyj- 
ties which the President shall find to be helpful in support of the projecteq 
‘Free the World From Hunger’ campaign of the United Nations Food ang 
Agriculture Organization; and for such purposes and the purposes of para- 
graph (q) any currencies of any country available under this Act may be 
transferred to and used in any other country; 

“(s) For financing local currency cost components of projects undertaken 
by the United Nations Special Fund for which such Fund pays foreign ex. 
change costs; 

“(t) For contributions, in addition to United States dollar contributions, 
to the capital fund of any international development association or organiza- 
tion of which the United States is a member which may be established as an 
affiliate of the International Bank for Reconstruction and Development for the 
purpose of making long-term loans for economic development ; 

“(u) For financing the preparation, distribution, and exhibiting of audio- 
visual informational and educational materials, including Government mate 
rials, abroad ; 

“(v) For transfer to the International Finance Coporation for the purpose 
of promoting private investment abroad under such arrangement as may be 
agreed upon between the President, said Corporation, and the country whose 
currency is involved ; 

“(w) For financing the services of technicians, advisers, and administrators 
who are nationals of any friendly country, which may be needed to further 
economic and social development programs in other friendly countries; 

“(x) For financing relief and rehabilitation projects undertaken following 
disasters or for assistance to refugees.” 

(12) Seetion 104 is further amended by inserting before the period at the end 
thereof a comma and the following: “and from time to time release for the 
general purposes of this title funds that may have accrued in excess of pros- 
pective needs for payment of United States obligations”. 

(183) Section 106 (which relates to determination of nations with which 
agreements shall be negotiated) is amended by striking out the words “Secre- 
tary of Agriculture” where they appear the second time and inserting in lieu 
thereof “President”. 

(14) Section 107 (which defines “friendly nation’) is amended by inserting 
before the period at the end thereof a colon and the following: “Provided, That 
such term shall not exclude any nation referred to in clause (2) if the Presi- 
dent determines that the making and carrying out of agreements with such 
nation under this Act will be in the interest of attaining the foreign policy 
objectives of the United States”. 

(15) Section 109 (which relates to the duration of the program under title 
I) is amended by striking out “December 31, 1959” and inserting in lieu thereof 
“June 30, 1964”. 

(16) Section 202 (authorizing grants of surplus commodities for famine 
relief) is amended by striking out “with friendly governments or through 
voluntary agencies” and inserting in lieu thereof “by or with friendly govern- 
ments or voluntary relief agencies to carry out the purposes of section 201 and 
to assist friendly nations in establishing, expanding, or carrying out programs, 
including programs undertaken with the assistance of experts and technicians 
of the United Nations Food and Agriculture Organization, and the World 
Health Organization for the relief of chronic hunger and malnutrition”. 

(17) Section 208 (which imposes limits on expenditures under title II) 
is amended by striking out the first sentence and inserting in lieu thereof the 
following: “Not more than $250,000,000, including the Corporation’s investment 
in the commodities, shall be expended annually for all such transfers and for 
other costs authorized by this title.” 

(18) Section 204 (which relates to the duration of the program under title 
II) is amended by striking out “December 31, 1959” and inserting in lieu 
thereof “June 30, 1964”. 
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(19) Section 304(b) (which prohibits certain transactions with the Union 
of Soviet Socialist Republics and areas dominated or controlled by the Com- 
munits regime in China) is amended by striking out “title I or title III” 
and inserting in lieu thereof “title I, title III, title IV, title V, or title VI”. 

(20) Title IIIf is further amended by adding at the end thereof a new section 

; follows: 

Me AEC. 306. Notwithstanding any other provision of law, the Commodity Credit 
Corporation is hereby directed— 

(1) to dispose of its stocks of edible oils or products thereof by dona- 
tion, upon such terms and conditions as the Secretary of Agriculture deems 
appropriate, to nonprofit voluntary agencies registered with the Depart- 
ment of State, appropriate agencies of the Federal Government or inter- 
national organizations, for use in the assistance of needy persons outside 
the United States; 

(2) to purchase for donation as provided above such quantities of edible 
oils and the products thereof as the Secretary determines will maintain the 
support level for cottonseed and soybeans without requiring the acquis!l- 
tion of such commodities under the price support program. 

Commodity Credit Corporation may incur such additional costs with respect to 
commodities to be donated hereunder as it is authorized to incur with respect to 
food commodities disposed of under section 416 of the Agricultural Act of 1949, 
and may pay ocean freight charges from United States ports to designated ports of 
entry abroad.” 

(21) Such Act is further amended by adding at the end thereof the following 
new titles: 


“TITLE IV—LONG TERM SUPPLY CONTRACTS 


“Sec. 401. The purpose of this title is to utilize agricultural commodities and 
the products thereof produced in the United States, including but not limited 
to agricultural commodities in surplus supply, to assist the economic development 
of friendly nations by assuring such nations a stable supply of agricultural com- 
modities on long-term credit for domestic consumption during periods of economic 
development so that the resources and manpower of such nations may be utilized 
more effectively for industrial and other domestic economic development without 
jeopardizing meanwhile adequate supplies of agricultural commodities for 
domestic use. 

“Sec. 402. In furtherance of this purpose, the President is authorized to 
enter into agreements with friendly nations under the terms of which the United 
States shall undertake to deliver annually (a) certain quantities of wheat, rice, 
cotton, feed grains, or tobacco, or (b) such other surplus agricultural commodi- 
ties as may from time to time be available, for periods of not to exceed ten 
years. 

“Sec. 403. Payment for such commodities shall be in dollars or in services 
orin strategic or other materials of which the United States does not domestically 
produce its requirements, as the President may from time to time determine, with 
interest at such rate as the President may determine but not more than 244 
per centum per year. Payment may be made in approximately equal annual 
amounts over periods of not to exceed forty years from the date of the last 
delivery of commodities under the agreement and interest shall be computed from 
the date of such last delivery. 

“Sec. 404. Any such agreement shall include the following undertakings on 
the part of the purchasing nation as conditions of such contract : 

“(1) That commodities provided hereunder will not replace any usual im- 
ports of the same or similar commodities by such nation from friendly nations; 

“(2) That commodities provided hereunder will be used only for domestic 
consumption and that none of such commodities will be sold outside the purchas- 
ing nation either directly or through replacement of domestic production. 

“Sec. 405. In entering into such agreements, the President shall endeavor to 
reach agreement with other exporting nations of such commodities for their par- 
ticipation in the supply and assistance program herein authorized on a pro- 
portionate and equitable basis. 

“Sec. 406. In carrying out this title, the provisions of sections 101, 102, 103(a), 
106, 107, and 108 of this Act shall be applicable to the extent not inconsistent with 
this title. 
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“TITLE V—NATIONAL FOOD RESERVES 


“Sec. 501. The President is authorized to implement the resolution adopted 
the United Nations on February 20, 1957 (United Nations Resolution 1025 [X1}}, 
which was sponsored by the United States, calling for international cooperation 
in the establishment of national food reserves by making transfers of surplus 
agricultural commodities for the purpose of establishing such reserves, The 
Commodity Credit Corporation shall make available to the President out of its 
stocks such agricultural commodities as he may request for this purpose, 

“Src. 502. In making transfers under this title, the President may provide for 
delivery free on board vessels in United States ports and, upon a determination 
by the President that it is necessary to accomplish the purposes of such resolution, 
for the payment of ocean freight charges from United States ports to designated 
ports of entry abroad, and for the furnishing of technical and other assistance ip 
providing storage facilities for the food reserves so established. 

“Sec. 503. (a) No assistance under this title shall be furnished to any nation 
or organization of nations unless such nation or organization agrees— 

“(1) to use the commodities furnished under this title to establish national 
food reserves ; 

“(2) to maintain the food reserves so established at agreed levels; 

“(3) to consult with and utilize the services of experts and technicians of 
the United Nations Food and Agriculture Organization with respect to 
technical problems of storage, management, and operation of national food 
reserves ; 

“(4) to maintain and operate such reserves in such manner that they will 
not interfere with normal commercial trade of the United States or other 
friendly nations. 

“(b) The President is authorized to make transfers of commodities under title 
II wherever necessary to replenish reserves which are depleted as a result of 
famine or other urgent or extraordinary relief requirements. 

“Sec. 504. There are hereby authorized to be appropriated such sums as may 
be necessary to carry out the provisions of this title. Sums appropriated for such 
purpose shall be available to reimburse the Commodity Credit Corporation for 
the Corporation’s investment in commodities transferred hereunder and for all 
costs referred to in section 103(a). 

“Sec. 505. No grants or other assistance shall be furnished under this title 
after June 30, 1964. 


“TITLE VI—BINATIONAL FOUNDATIONS 


“Seco. 601. (a) The President is authorized to negotiate and carry out agree 
ments with friendly nations to provide for the establishment in such countries 
of nonprofit foundations to foster and promote research, education, health, and 
public welfare. 

“(b) A foundation established under this title shall be under the direction ofa 
board of trustees consisting of — 

“(1) a number, to be determined by the agreement between the United 
States and the country in which the foundation is located, of the nationals 
of such country appointed by the Government thereof ; 

(2) an equal number of nationals of the United States (one of whom shall 
be the chief of the United States diplomatic mission to such country) 
appointed by the President ; and 

““(3) one member, who shall be chairman, who shall be appointed by the 
government of such country with the approval of a majority of the members 
appoiuted as provided in clauses (1) and (2). 

Members of a board of trustees shall serve at the pleasure of the appointing 
authority, and vacancies shall be filled in the same manner as in the case of the 
original appointments. 


“Sec. 602. Notwithstanding the provisions of section 1415 of the Supplemental | 
Appropriation Act, 1953, or any other provision of law, the President is author- | 


ized to grant to any foundation established under this title for use in carrying 
out the purposes specified in section 601(a) any unexpended local currencies 
which accrue to the United States, as repayments of principal or payment of 
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interest on loans heretofore or hereafter made by the United States under 
section 104. Any such currencies may, be used for direct expenditure, or may 


pe invested and the proceeds used, for carrying out this title. 


“TITLE VII—ADMINISTRATION 


“Sec. 701. (a) There is hereby established in the Executive Office of the Presi- 
dent an agency to be known as the Peace Food Administration, which shall be 
headed by a Peace Food Administrator appointed by the President by and with 
the advice and consent of the Senate. The Peace Food Administrator shall 
serve at the pleasure of the President and shall receive compensation at the rate 
of $21,000 per annum. 

“(p) (1) The President shall carry out the functions conferred upon him by 
this Act and section 402 of the Mutual Security Act of 1954, as amended, either 
jirectly or through the Peace Food Administrator. sa 

“(2) The President is authorized to transfer to the Peace Food Administrator 
the functions of any other agency which he determines are related to the func- 
tions of, and can be more effectively or economically carried out by, the Peace 
Food Administrator, together with any personnel or property used primarily in 
carrying out such functions. - 

“(e) The Peace Food Administrator is authorized to make such expenditures 
and appoint and fix the compensation of such personnel as may be necessary to 
enable him to carry out his functions. 

“Sec. 702. (a) There is hereby established a Peace Food Policy Committee 
which shall consist of an Assistant Secretary, or officer of comparable level, of 
each of the following departments or agencies: Departments of State, Treasury, 
Agriculture, Commerce, Health, Education, and Welfare, and the International 
Cooperation Administration. 

“(b) It shall be the duty of the Peace Food Policy Committee to advise and 
consult with the Peace Food Administrator concerning the administration of this 
Act. The Committee shall meet from time to time upon request of the Peace 
Food Administrator and at such other times as it may deem necessary. 

“Spo. 703. (a) There is hereby established a Peace Food Advisory Committee 
which shall consist of representatives of the following and such other groups as 
the President deems advisable who shall be appointed by the President for 
terms of two years: 

*“(1) The major agricultural organizations ; 

‘(2) Exporters of food and fiber ; 

“(3) Voluntary agencies such as Cooperative for American Remittances 
to Europe (CARE) and church groups ; 

“(4) Educational groups; and 

“(5) Voluntary health groups. 

“(b) It shall be the duty of the Peace Food Advisory Committee to advise 
and consult with the Peace Food Administrator, and to make such recommenda- 
tions as it deems advisable, concerning the administration of this Act. The 
Committee shall meet from time to time upon request of the Peace Food Adminis- 
trator and at such other times as it may deem necessary. In carrying out its 
duties under this Act, the Committee shall invite a representative of the United 
Nations Food and Agriculture Organization to meet with the Committee in order 
that, through him, the views of other exporting countries might be heard and 
their interests taken into account. 

“(c) Members of the Advisory Committee shall be entitled, while attending 
meetings of the Committee, to receive compensation at the rate of $50 per diem, 
and while away from their homes or regular places of business they may be 
allowed travel expenses, including per diem in lieu of subsistence, as authorized 
by law for persons in the Government service employed intermittently, 

“Seo. 704. In negotiating agreements under this Act, the President shall give 
due consideration to the internal and external political and economic conditions 
of the countries concerned by drawing upon the appropriate title or titles of 
this Act in such manner as to carry out more effectively the policy set forth 
in section 2,” 
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[H.R. 7353, 86th Cong., 1st sess.]) 


A BILL To promote the foreign policy of the United States and help to build essentig) 
world conditions of peace, by the more effective use of United States agricultural com. 
modities for the relief of human hunger, and for promoting economic and social develop. 
ment in less developed countries 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That Public Law 480 of the Eighty- 
third Congress, as amended, is further amended as follows: ’ 

(1) The first section (which provides the short title) is amended to reaq 
as follows: 

“That this Act may be cited as the ‘International Food for Peace Act of 1959.” 

(2) Section 2 (which consists of a statement of policy) is amended to read 
as follows: 

“CONGRESSIONAL FINDINGS AND POLICY 


“Sec. 2. (a) Because of the increased productivity made possible by science 
and technology, there is now, for the first time in history, no reason in physical 
scarcity for the continued existence of hunger, anywhere on this earth. It ig 
now possible and practical for mankind to take cooperative steps to abolish 
human hunger. 

“This being so, massive hunger and suffering from want of clothing, existing 
in the world in the shadow of unused present and potential surpluses of food 
and fiber, are no longer tolerable, either morally, politically, or economically, 

“The Congress, while recognizing the difficult international, political, and 
economic problems that lie between hunger and want of clothing in many parts 
of the world and food and fiber surpluses in others, declares it to be the policy 
of the United States to move as rapidly as possible in cooperation with other 
friendly nations, toward putting its abundance of food and fiber more effectively 
in the service of human need. 

“(b) Peoples who comprise one-third of the human race have in our genera- 
tion achieved national independence (or are in the process of doing so) and 
are in revolt against the poverty, ignorance, disease, inferior status, and lack 
of opportunity which have always been their lot. They are determined to 
achieve that economic and social development necessary to national dignity and 
individual well-being. To mobilize their resources with reasonable speed and 
develop their economies to a point where they are self-propelled and self- 
sustaining they require substantial outside aid over a considerable period of 
years. If that aid is adequately forthcoming from the free world, they have 
a good chance to accomplish their purposes in freedom, remaining a part of 
the free world and contributing to its strength and well-being. It it is not 
forthcoming, their alternative is to seek it in the Communist world, and in the 
process to surrender both personal and national freedom. Deeply aware of and 
sympathetic with the aspirations of the world’s peoples who seek in freedom 
greater national dignity and individual well-being, the Congress declares it to 
be the policy of the United States to help them achieve those aspirations. The 
Congress recognizes that for this purpose a number of different kinds of aid 
are required, but that among them food and fiber aid is a highly important form 
and one whose effectiveness can be greatly increased. The Congress declares 
that the agricultural abundance of the United States is not an embarrassment 
but a blessing to be used in the service of mankind, that it should be so used 
to the maximum extent possible, and that if it is so used it can help build 
essential conditions of world peace and freedom. 

“(c) To achieve those larger purposes, the Congress directs that this Act 
shall be administered (1) so as to help other countries carry forward their 
own national or regional plans for development in freedom and independence; 
(2) so as to support the efforts and programs of the United Nations, its special- 
ized agencies and affiliated organizations, and regional organizations of friendly 
countries, directed toward the same ends; (3) so as to leave wide latitude in 
working out details of national agreements and projects to United States Chiefs 
of Missions in negotiations with the governments concerned: and (4) so as to 
enlist the cooperation of other countries in putting agricultural surpluses more 
effectively in the service of human need and the economic and social development 
of less developed countries. 

“(d) It is also declared to be the policy of Congress to expand international 
trade among the United States and friendly nations, to facilitate the converti- 
bility of currency, to promote the economic stability of American agriculture 
and the national welfare, to make maximum efficient use of surplus agricultural 
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commodities in furtherance of the foreign policy of the United States, and to 
stimulate and facilitate the expansion of foreign trade in agricultural commodi- 
ties produced in the United States by providing a means whereby surplus agri- 
cultural commodities in excess of the usual marketings of such commodities 
may be sold through private trade channels, and foreign currencies accepted 
in payment thereof. It is further the policy to use foreign currencies which 
accrue to the United States under this Act to expand international trade, to 
encourage economic development, to purchase strategic materials, to pay United 
States obligations abroad, to promote collective strength, and to foster in other 
ways the foreign policy of the United States.” 

(3) Section 101 (which relates to the negotiation of agreements) is amended 
py striking out “and” at the end of paragraph (d), by changing the period at 
the end of paragraph (e) to a semicolon, and by adding at the end of such 
section the following new paragraphs: 

“(f) seek, insofar as possible, to enter into such agreement for periods in 
excess of one year; and 1 

“(g) give maximum attention to utilizing the authority and funds pro- 
vided by this Act to further the economic and social development plans of 
underdeveloped countries.” 

(4) Section 103(b) (prescribing limit on appropriations) is amended to read 
as follows : 

“(b) Agreements shall not be entered into under this title during the period 
beginning July 1, 1959, and ending June 30, 1964, which will call for appropria- 
tions to reimburse the Commodity Credit Corporation, pursuant to subsection 
(a) of this section, in amounts in excess of $200,000,000 annually, plus any 
amount by which agreements entered into in prior years have called or will call 
for appropriations to reimburse the Commodity Credit Corporation in amounts 
less than authorized for such prior fiscal years by this Act as in effect during 
such fiscal years.” 

(5) Section 103 is further amended by adding at the end thereof the following 
new subsection : 

“(c¢) In carrying out programs and activities under this title, the President 
shall, insofar as possible, coordinate such programs and activities with other 
United States and international programs and activities directed toward the 
same end.” 

(6) Section 104(e) (relating to loans for trade expansion) is amended by 
striking out “Export-Import Bank for loans mutually agreeable to said bank” 
and inserting in lieu thereof “United States Development Loan Fund created 
by title II of chapter Il of the Mutual Security Act of 1954, as amended, for 
loans mutually agreeable to said Fund”, and by inserting before the semicolon 
at the end thereof a colon and the following: “Provided further, That funds 
which have accrued under this section and which are uncommitted may at the 
discrecion of the President, be placed under the administration of the Develop- 
ment Loan Fund”. 

(7) Section 104(g) (relating to the promotion of trade and economic develop- 
ment) is amended to read as follows: 

“(¢) For loans and grants to promote multilateral trade and economic devel- 
opment, made through established banking facilities of the friendly nation from 
which the foreign currency was obtained or in any other manner which the 
President may deem to be appropriate. Interest on loans made under this sub- 
section shall be at such rate, not to exceed 24%4 per centum per annum, as the 
President shall determine. Strategic materials, services, or foreign currencies 
may be accepted in payment of such loans ;”. 

(8) Section 104(h) (relating to international educational exchange activities ) 
is amended by striking out the words “in such amounts as may be specified 
from time to time in appropriation acts” and by striking out the semicolon at 
the end thereof and inserting in lieu thereof a period and the following: “Such 
currencies may also be used for making grants to United States nonprofit organ- 
izations and institutions for carrying out such exchange of persons projects 
under this paragraph between the United States and other countries as may 
be agreed upon between such organizations and institutions and the Secretary 
of State, but no such grants shall be made to any organization or institution 
Which does not agree to provide the dollar funds which the Secretary of State 
deems necessary to carry forward agreed projects to a successful conclusion ;”. 

(9) Section 104(k) (relating to scientific activities) is amended by striking 
out “but no foreign currencies shall be used for the purposes of this subsection 
(k) unless specific appropriations be made therefor” and inserting in lieu 
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thereof the following: “and to promote and support programs of mediéal and 
scientific research, cultural and educational development, health, nutrition, and 
sanitation”’. 

(10) Section 104(0) (relating to assistance to educational facilities gpop. 
sored by United States citizens) is amended by striking out so much thereof ag 
follows the semicolon. 

(11) Section 104 (relating to uses of foreign currencies) is amended by in- 
serting after paragraph (o) the following new paragraphs: 

“(p) For supporting workshops in American studies or American educationa} 
techniques, and supporting chairs in American studies. 

“(q) For financing technicians and other personnel of the United Nations 
Food and Agriculture Organization and World Health Organization (ineluding 
necessary equipment and supplies) engaged in (i) consulting and advising on, 
conducting, or administering government programs designed to relieve chronic 
hunger and malnutrition, (ii) consulting and advising on programs for the stor. 
age, management, and operation of national food reserves, or (iii) training 
local technical, administrative, and other personnel needed to carry out such 
programs ; 

“(r) For financing research, surveys, conferences, publicity, and other activities 
which the President shall find to be helpful in support of the projected ‘Free 
the World From Hunger’ campaign of the United Nations Food and Agriculture 
Organization; and for such purposes and the purposes of paragraph (q) any 
currencies of any country available under this Act may be transferred to and 
used in any other country ; 

“(s) For financing local currency cost components of projects undertaken by 
the United Nations Special Fund for which such Fund pays foreign exchange 
costs ; 

“(t) For contributions, in addition to United States dollar contributions, to 
the capital fund of any international development association or organization of 
which the United States is a member which may be established as an affiliate of 
the International Bank for Reconstruction and Development for the purpose of 
making long-term loans for economic development ; 

“(u) For financing the preparation, distribution, and exhibiting of audio 
visual informational and educational materials, including Government materials, 
abroad; 

“(v) For transfer to the International Finance Corporation for the purpose of 
promoting private investment abroad under such arrangement as may be agreed 
upon between the President, said Corporation, and the country whose currency 
is invoived ; 

“(w) For financing the services of technicians, advisers, and administrators 
who are nationals of any friendly country, which may be needed to further 
economic and social development programs in other friendly countries ; 

“(x) For financing relief and rehabilitation projects undertaken following 
disasters or for assistance to refugees.” 

(12) Section 104 is further amended by inserting before the period at the 
end thereof a comma and the following: “and from time to time release for 
the general purposes of this title funds that may have accrued in excess of 
prospective needs for payment of United States obligations”. 

(13) Section 106 (which relates to determination of nations with which agree 
ments shall be negotiated) is amended by striking out the words “Secretary of 
Agriculture” where they appear the second time and inserting in lieu thereof 
“President”. 

(14) Section 107 (whieh defines “friendly nation”) is amended by inserting 
before the period at the end thereof a colon and the following: ‘Provided, That 
such term shall net exclude any nation referred to in clause (2) if the President 
determines that the making and carrying out of agreements with such nation 
under this Act will be in the interest of attaining the foreign policy objectives 
of the United States”. 

(15) Section 109 (which relates to the duration of the program under title I) 
is amended by striking out “December 31, 1959” and inserting in lieu thereof 
“June 30, 1964”. 

(16) Section 202 (authorizing grants of surplus commodities for famine relief) 
is amended by striking out “with friendly governments or through voluntary 
agencies” and inserting in lieu thereof “by or with friendly governments or 
voluntary relief agencies to carry out the purposes of section 201 and to assist 
friendly nations in establishing, expanding, or carrying out programs, including 
programs undertaken with the assistance of experts and technicians of the 
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United Nations Food and Agriculture Organization, and the World Health 
Organization for the relief of chronic hunger and malnutrition”. 

(17) Section 203 (which imposes limits on expenditures under title II) is 
amended by striking out the first sentence and inserting in lieu thereof the 
following : “Not more than $250,000,000, including the Corporation’s investment 
in the commodities, shall be expended annually for all such transfers and for 
other costs authorized by this title.” 

(18) Section 204 (which relates to the duration of the program under title 
II) is amended by striking out “December 31, 1959” and inserting in lieu thereof 
“June 30, 1964”. 

119) Section 304(b) (which prohibits certain transactions with the Union 
of Soviet Socialist Republics and areas dominated or controlled by the Commu- 
nist regime in China) is amended by striking out “title I or title III” and in- 
serting in lieu therof “title I, title III, title IV, title V, or title VI” . 

(20) Title III is further amended by adding at the end thereof a new sec 
tion as follows: : 

“Seo. 306. Notwithstanding any other provision of law, the Commodity Credit 
Corporation is hereby directed— 

“(1) to dispose of its stocks of edible oils or products thereof by donation, 
upon such terms and conditions as the Secretary of Agriculture deems ap- 
propriate, to nonprofit voluntary agencies registered with the Department 
of State, appropriate agencies of the Federal Government or international 
organizations, for use in the assistance of needy persuns vutside the United 
States ; 

“(2) to purchase for donation as provided above such quantities of 
edible oils and the products thereof as the Secretary determines will main- 
tain the support level for cottonseed and soybeans without requiring the 
acquisition of such commodities under the price support program. 

Commodity Credit Corporation may incur such additional costs with respect 
to commodities to be donated hereunder as it is authorized to incur with 
respect to food commodities disposed of under section 416 of the Agricultural 
Act of 1949, and may pay ocean freight charges from United States ports to 
designated ports of entry abroad.” 

(21) Such Act is further amended by adding at the end thereof the follow- 
ing new titles: 


“TITLE IV—LONG-TERM SUPPLY CONTRACTS 


“Sec. 401. The purpose of this title is to utilize agricultural commodities and 
the products thereof produced in the United States, including but not limited 
to agricultural commodities in surplus supply, to assist the economic develop- 
ment of friendly nations by assuring such nations a stable supply of agricultural 
commedities on long-term credit for domestic consumption during periods of 
economic development so that the resources and manpower of such nations 
may be utilized more effectively for industrial and other domestie economic 
development without jeopardizing meanwhile adequate supplies of agricultural 
commodities for domestic use. 

“Sec. 402. In furtherance of this purpose, the President is authorized to enter 
into agreements with friendly nations under-the terms of which the United 
States shall undertake to deliever annually (a) certain quantities of wheat, 
rice; cotton, feed grains, or tobacco, or (b) such other surplus agricultural 
commodities as may from time to time be available, for periods of not to 
exceed ten years. 

“Seo. 403. Payment for such commodities shall be in dollars or in services 
or in strategic or other materials of which the United States does not domes- 
tically produce its requirements, as the President may from time to time deter- 
mine, with interest at such rate as the President may determine but not more 
than 21%4 per centum per year. Payment may be made in approximately equal 
annual amounts over periods of not to exceed 40 years from the date of the 
last delivery of commodities under the agreement and interest shall be com- 
puted from the date of such last delivery. 

“Seo. 404. Any such agreement shall include the following undertakings on 
the part of the purchasing nation as conditions of such contract: 

*(1) That commodities provided hereunder will not replace any usual im- 
ports of the same or similar commodities by such nation from friendly nations; 

“(2) That commodities provided hereunder will be used only for domestic 
consumption and that none of such commodities will be sold outside the pur- 
chasing nation either directly or through replacement of domestic production. 
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“Sec. 405. In entering into such agreements, the President shall endeayg, 
to reach agreement with other exporting nations of such commodities for theiy 
participation in the supply and assistance program herein authorized on g 
proportionate and equitable basis. 

“Src. 406: In carrying out this title, the provisions of sections 101, 1 
103(a), 106, 107, and 108 of this Act shall be applicable to the extent not 
inconsistent with this title. 


“TITLE V—NATIONAL FOOD RESERVES 


“Sec. 501. The President is authorized to implement the resolution adopted 
by the United Nations on February 20, 1957 (United Nations Resolution 1025 
{XI]), which was sponsored by the United States, calling for international] 
cooperation in the establishment of national food reserves by making transfers 
of surplus agricultural commodities for the purpose of establishing such re 
serves. The Commodity Credit Corporation shall make available to the Pregj. 
dent out of its stocks such agricultural commodities as he may request for 
this purpose. 

“Sec. 502. In making transfers under this title, the President may provide 
for delievery free on board vessels in United States ports and, upon a deter. 
mination by the President that it is necessary to accomplish the purposes of 
such resolution, for the payment of ocean freight charges from United States 
ports to designated ports of entry abroad, and for the furnishing of technical 
and other assistance in providing storage facilities for the food reserves go 
established. 

“Sec. 508 (a) No assistance under this title shall be furnished to any nation 
or organization of nations unless such nation or organization agrees— 

“(1) to use the commodities furnished under this title to establish na- 
tional food reserves ; 

“(2) to maintain the food reserves so established at agreed levels; 

“(3) to consult with and utilize the services of experts and technicians 
of the United Nations Food and Agriculture Organization with respect 
to technical problems of storage, management, and operation of national 
food reserves ; 

“(4) to maintain and operate such reserves in such manner that they 
will not interfere with normal commercial trade of the United States 
or other friendly nations. 

“(b) The President is authorized to make transfers of commodities under 
title II wherever necessary to replenish reserves which are depleted as a 
result of famine or other urgent or extraordinary relief requirements. 

“Sec. 504. There are hereby authorized to be appropriated such sums as may be 
be necessary to carry out the provisions of this title. Sums appropriated for 
such purpose shall be available to reimburse the Commodity Credit Corporation 
for the Corporation’s investment in commodities transferred hereunder and for 
all costs referred to in section 103(a). 

“Sec. 505. No grants or other assistance shall be furnished under this title 
after June 30, 1964. 


“TITLE VI—BINATIONAL FOUNDATIONS 


“Sec. 601. (a) The President is authorized to negotiate and carry out agree 
ments with friendly nations to provide for the establishment in such countries 
of nonprofit foundations to foster and promote research, education, health, and 
public welfare. 


“(b) A foundation established under this title shall be under the direction of | 


a board of trustees consisting of— 
“(1) a number, to be determined by the agreement between the United 


States and the country in which the foundation is located, of the nationals 


of such country appointed by the Government thereof ; 


*(2) an equal number of nationals of the United States (one of whom 


shall be the chief of the United States diplomatic mission to such country) 
appointed by the President; and 
“(3) one member, who shall be chairman, who shall be appointed by the 
government of such country with the approval of a majority of the members 
appointed as provided in clauses (1) and (2). 
Members of a board of trustees shall serve at the pleasure of the appointing 
authority, and vacancies shall be filled in the same manner as in the case of the 
original appointments. 
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“ Notwithstanding the provisions of section 1415 of the Supplemental 
iS aeslotion Act, 1953, or any other provision of law, the President is author- 
jzed to grant to any foundation established under this title for use in carrying 
out the purposes specified in section 601(a) any unexpended local currencies 
which accrue to the United States, as repayments of principal or payment of 
interest on loans heretofore or hereafter made by the United States under sec- 
tion 104. Any such currencies may be used for direct expenditure, or may be 
invested and the proceeds used, for carrying out this title. 


“TITLE VII—ADMINISTRATION 


“Seo. 701. (a) There is hereby established in the Executive Office of the 
president an agency to be known as the Peace Food Administration, which shall 
be headed by a Peace Food Administrator appointed by the President by and 
with the advice and consent of the Senate. The Peace Food Administrator shall 
gerve at the pleasure of the President and shall receive compensation at the 
rate of $21,000 per annum. 

“(b)(1) The President shall carry out the functions conferred upon him by 
this Act and section 402 of the Mutual Security Act of 1954, as amended, either 
directly or through the Peace Food Administrator. 

“(2) The President is authorized to transfer to the Peace Food Administrator 
the functions of any other agency which he determines are related to the func- 
tions of, and can be more effectively or economically carried out by, the Peace 
Food Administrator, together with any personnel or property used primarily in 
carrying out such functions. 

“(c) The Peace Food Administrator is authorized to make such expenditures 
and appoint and fix the compensation of such personnel as may be necessary 
to enable him to carry out his functions. 

“Seo. 702. (a) There is hereby established a Peace Food Policy Committee 
which shall consist of an Assistant Secretary, or officer of comparable level, of 
each of the following departments or agencies: Departments of State, Treasury, 
Agriculture, Commerce, Health, Education, and Welfare, and the International 
Cooperation Administration. 

“(b) It shall be the duty of the Peace Food Policy Committee to advise and 
consult with the Peace Food Administrator concerning the administration of 
this Act. The Committee shall meet from time to time upon request of the Peace 
Food Administrator and at such other times as it may deem necessary. 

“Sec. 703. (a) There is hereby established a Peace Food Advisory Committee 
which shall consist of representatives of the following and such other groups 
as the President deems advisable who shall be appointed by the President for 
terms of two years: 

“(1) The major agricultural organizations; 

“(2) Exporters of food and fiber; 

“(3) Voluntary agencies such as Cooperative for American Remittances 
to Europe (CARE) and church groups; 

“(4) Educational groups; and 

“(5) Voluntary health groups. 

“(b) It shall be the duty of the Peace Food Advisory Committee to advise 
and consult with the Peace Food Administrator, and to make such recommenda- 
tions as it deems advisable, concerning the administration of this Act. The 
Committee shall meet from time to time upon request of the Peace Food Ad- 
ministrator and at such other times as it may deem necessary. In carrying out 
its duties under this Act, the Committee shall invite a representative of the 
United Nations Food and Agriculture Organization to meet with the Com- 
mittee in order that, through him, the views of other exporting countries might 
be heard and their interests taken into account. 

“(c) Members of the Advisory Committee shall be entitled, while attending 
meetings of the Committee, to receive compensation at the rate of $50 per diem, 
and while away from their homes or regular places of business they may be 
allowed travel expenses, including per diem in lieu of subsistence, as authorized 
by law for persons in the Government service employed intermittently. 

“Src. 704. In negotiating agreements under this Act, the President shall give 
due consideration to the internal and external political and economic conditions 
of the countries concerned by drawing upon the appropriate title or titles of 


ene such manner as to carry out more effectively the policy set forth in 
on 2.” 
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(H.R. 79838, 86th Cong., ist sess.) 


A BITd, 39 ,aieend Ge A rouaenl zevee pees eae ane — of 1954, 
amended, by extending the authorities o es 1 an 8 en. 
disposals through barter, and for other purposes aioe Sara Progra 


Be it enacted by the Senate and House of Representatives of the United State 
of America in Congress assembled, That section 103(b) of the Agricultural Trade 
ee and Assistance Act of 1954, as amended, is amended to read ag 

ollows: 

“(b) Agreements shall not be entered into under this title during the periog 
beginning January 1, 1960, and ending December 31, 1960, which will call for 
appropriations to reimburse the Commodity Credit Corporation, pursuant to 
subsection (a) of this section, in amounts in excess of $1,500,000,000, plus any 
amount by which agreements entered into in prior fiscal years have called or wilj 
call for appropriations to reimburse the Commodity Credit Corporation. {g 
amounts less than authorized for such prior fiscal years by this Act as in effect 
during such fiscal years: Provided, however, That it is specifically directed that 
disposals resulting from transactions authorized by section 303 of this Act shal} 
have priority over disposals under this title and that agreements under this title 
shall be entered into only in those cases and to the extent that the Secretary shal] 
determine that countries requesting assistance under the provisions of this title 
are unable to meet their requirements through commodities made available for 
export under section 303 of this Act.” 

Seo. 2. Section 109 of such Act is amended by striking out “December 81, 1959” 
and inserting “December 31, 1960”. 

Sec. 3. Section 204 of such Act is hereby repealed. 

Seo, 4. Section 303 of such Act is amended to read as follows: 

“Sec. 308. The Secretary shall, unless he determines that any such action jg 
not in the best interest of the United States, barter or exchange agricultural 
commodities owned by the Commodity Credit Corporation for (a) any materials 
included within the national stockpile established pursuant to the Strategic and 
Critical Materials Stock Piling Act (50 U.S.C. 98-98h) which entail less risk of 
loss through deterioration or substantially less storage charges, or (b) strategie | 
and other materials, goods, or equipment important to the economy or the security | 
programs of the United States as designated by the Secretary, including but not 
limited to those requested by the Atomic Energy Commission, the Department of 
Defense, and the Office of Civil and Defense Mobilization, or (c) materials 
goods, or equipment required in connection with foreign economic and military 
aid and assistance programs, or (d) materials or equipment required in substan 
tial quantities for offshore construction programs. He is hereby directed to ug 
every practicable means, in cooperation with other Government agencies, to 
arrange and make, through private channels, such barters or exchanges or to 
utilize the authority conferred on him by section 4(h) of the Commodity Credit 
Corporation Charter Act, as amended, to make such barters or exchanges. In 
carrying out barters or exchanges authorized by this section, no restrictions shall , 
be placed on the countries of the free world into which surplus agricultural 
commodities may be exported. The Secretary shall endeavor to consummate 
agreements for disposals authorized herein at a rate of not less than $350,000,000 
for each fiscal year. The Secretary shall permit and encourage the barter for 
materials processed in the United States from raw material originating in friendly 
foreign countries. Agencies of the United States Government procuring such | 
materials, goods, or equipment contemplated herein are hereby directed to | 
endeavor to obtain such materials, goods, or equipment through the Commodity ' 
Credit Corporation by means of barter or exchanges as directed by this section ; 
The Secretary is also directed to assist, through such means as are available to 
him, farmers’ cooperatives in effecting exchanges of agricultural commodities 
in their possession for such materials, goods, or equipment.” 

Sec. 4. Section 206(a) of the Agricultural Act of 1956 is amended by inserting 
before the period at the end thereof a comma and the following: “or strategie 
or other materials required by other Government agencies”. 


The Crarrman. After a conference with Mr. Heimburger, counsl 
for the committee, I decided to have a committee print made whichis! 
before the members now containing information regarding the subjet 
we will discuss in these hearings. 

(The committee print referred to follows:) 
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SELECTED DATA RELATING TO AGRICULTURAL EXPORTS 
AND OPERATION OF PUBLIC LAW 480 


Exports GENERALLY 


The following five tables present a summary of U.S. agricultural 
exports for the past 2% years. Table 1 compares the value of exports 
by major commodity groups for the calendar years 1957 and 1958, 
showing an overall decrease of 14 percent in 1958. Table 2 carries 
this comparison forward through the first 4 months of 1959, showing 
a 7 percent decrease in exports compared to the same period in the 
fiscal year 1958. Table 3 shows exports in 1957 and 1958 by country 
of destination. Table 4 shows exports by commodities for the first 
10 months of fiscal years 1958 and 1959. Table 5 shows exports 
under specified Government programs. 


TABLE 1.—U.S. agricultural exports, calendar years 1957 and 1958 





Charge, 
Commodity 1957 1958 meres (+) 
or 


e- 
crease (—) 


ge teenie i ee ocobshepanacl Scnudiatcousemeeuallad 049 —37 
Et sti tbo. akcacanpennacaneeceswabascdeensansenene 1, 485 1, 412 -5 
cal erecindnsomentnyanelomdnnettiendsberenannipinuinaarnantaaaeian 888 733 —17 
ICS... So stSiie de | ok cnmeninatipeounesemenseaal 389 501 +29 
I i ok UR a i icc ted tiaetaetoiehiieatia eee 131 99 —24 
I IIIS... inti tekeene tien asenaudine 359 354 1 
EO ee eee eee etek aidipntn aint ata anneal 452 390 —l4 
ET I os. snk elena hdlntiaieeieus ibbaieibiena-aumeeiae 360 381 +5 
IIE 84.10 onc ntindhntndigtnhebdidaaibnhndidewcummena 667 549 —18 
DE idediisontpancehdihiiescccssabupeepiiieniedindinhetdsiibeesimmhe 134 112 —16 
Ph xtbde kcnctnss ite bei hile eligi teaialaletitend at dial dice ee 4, 506 3, 854 —-14 


1 Includes private shipments for relief and charity, mostly CCC surpluses donated to welfare agencies 
under sec. 416 of the Agricultural Act of 1949, as amended, and other legislation. 
3 Including major products. 
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TaBLe 2.—U-.S. agricultural exports, July—April 











Change, 
Commodity increase 
(+) or de- 
crease (—) 
nes 
Per 

ORR. 5 oceans ben he Pink ch bebbbicnchoo tho Abie cont 

lh ada anita eticbewmboun tin +17 
I a eo sicadisiaibonialbebiinnmeamobacuaets 
a eo esmaetnip aap meron ae ininmasenes +33 
ait ode ptiksicemmbtnasn gbetednbnrienewahinnmindion 1 

NS FEEL TE: iG 

No Se ee Ae Shemionnamentee ot 
I c ninininhsiientnnieeibetine: +7 
entries wnemadinrnien eipptnesitueeh 3 

— ov 2 gee see os eqoreneceeenenenccernccnennnsernanencee== 239 -4 

egeta and preparations #___.. 

Animals and products 3__ # 
Fats and oils_____---- 3 
Meats and products - +12 
— iT -cwii el ScaGboweanatnietdiaatbyaootpsonemenate —% 

We eceaccdacdcddsacnasceusccccedesscosnendseceae= -7N 
IN cena aaiiniidall —% 
eo et eke ae Le —4 
a 
PE aitliadhcaunesutpoatypasnennuepepeshpecetnnatechonasapoe ~ 
1 Partly revised. 
2 Partly estimated. 


3 Excludes private relief. 
‘ Excludes products. 

§ Cotton and soybean. 

* Mostly CCC donations. 


Tasie 3.—U.S. agricultural exports mb nn mid of destination, calendar years 1957 
and 1958 


Change, 
increase 
(+) or de- 
crease (~) 


Millions Millions Percent 
$501 $409 








j 
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TaBLe 4.—Domestic exports: July-April 1957-658 and 1958-59 3 










Quantity 
Commodity exported Unit 














$8, 072 $4, 043 
92, 18, 500 14, 733 
15, 925 11, 899 
152, 883 25, 332 18, 895 
25, 802 9, 854 13, 830 
20, 521 10, 567 8, 253 
49, 160 17, 073 16, 967 
y 371, 565 45, 845 45, 504 
916, 633 81, 677 76, 921 
2, 645 703, 578 352, 809 
99, 771 18, 147 8, 195 
Oranges 365, 369 933 27, 258 
Prunes, dr 59, 123 16, 496 13, 512 
Raisins an 41, 940 10, 276 10, 480 
Fruits, cann 244, 355 438 37, 807 
Orange jui - 9, 950 17, 983 19, 098 
Barley, grain (48 pounds)...-..-.....-..... Bushel.... 97, 053 67, 306 110, 398 
Corn, grain (66 pounds). ..........--....--|..-do....... 161, 706 214, 454 211, 731 
Grain sorphums (56 Piienocogneeietalees Bicceinun 81, 053 32, 200 96, 353 
Oats, grain (32 pounds)... --...............]..- EO. .ccose 23, 435 10, 713 16, 635 
Rice, milled, excludes paddy...........-.. Pound.... 1, 018, 894 80, 582 76, 892 
Rye, grain (56 pounds). ..-..........-..... Bushel.... 8, 044 3, 823 9, 929 
Wheat, grain (60 pounds) non) do....... 207,144 | 462,785 | 611,517 
Flour, wholly of U.S. wheat (100 pounds).../ Bag-...... 20, 549 95, 539 82, 4 

Flaxseed ( ds) Bush 4, 636 21, 539 13, 
d 84, 729 185, 193 195, 521 
628, 950 49, 355 80, 131 
206, 592 44, 193 25, 907 
422, 611 302, 249 312, 799 
dt civatitibbvasing eiccinJeitetnedeaelionil anbeeinll 238, 409 12, 972 19, 097 
(except cowpeas and chickpeas)./...do....... 137, 116 4,721 8, 873 
ides cemaingonnenoivntdmndaniiatits Oicaduated 224, 416 4, 845 5, 564 
Vegetables, canned 3................-..---.|... etait 78, 865 14, 766 11, 875 
nee COE, C00... 5cncccusancnoulocnesasndhioetpausdnanaiaaaaaaltoenee 133, 168 106, 272 
Se PENI COURTRROIG. ...wccancenloccanevcubeolepencdeansusinnnndnbnnnnal 522, 698 514, 737 
Total Pere gedecccccccrenecieccwencensneluggipmecabanammebeninn 3, 329, 647 3, 000, 416 
SES Gt CORREROCILIND. 5; « cocnccsypnen|sbusnnceciionldusingienssiedpesgiientiial 15, 707, 621.| 14, 342, 180 

1 Preliminary. 
2 Product weight. 


4 Includes only those classes which are shown separately in table 2 of the monthly issues of Foreign Agri+ 
cultural Trade. 


Compiled from official records, Bureau of the Census. 


Taste 5.—U.S. agricultural exports under specified Government-financed programs 
and total agricultural exports, calendar years 1957 and 1958 


Sales for foreign currencies (title I, Public Law 480) ................. 
Famine and emergency relief (title II, Public Law 480). ............ 
Foreign donations (sec. 416, Agricultural Act of 1949 and sec. 302, 

Pena GUND 31s di namannnsilbicbonccccemsttntel 
Barter (CCC Charter Act; sec. 303, Public Law 480; etc.) .... 
Public Law 665, sec. 402, and economic ald (ICA)_.................. 


Pane) eta Ger PROGINS osc is <itiisntidnscs déidatcudidasscséubedon 
ED DURIINIR. . - -.c<cndctusisaedadesedionscindannahadiadell 


Sen CUTEIEIIIINT CHORE... .cncctnenidbndcsventintntiaweintd 





1 Computed from unrounded data. 








66 EXTENSION OF PUBLIC’ LAW 480 


SALEs FOR ForEIGN CURRENCY 


The following seven tables summarize operations under title I of 
Public Law 480. Table 6 summarizes by countries all the agreements 
made through May 31, 1959, showing the market value of the com. 
modities covered by the agreements and the quantity actually shipped 
Table 7 breaks this summary down by commodities. Table 8 shows 
the commodity composition of agreements signed during fiscal year 
1959 with cumulative totals from the start of the program through 
June 30, 1959. This table shows, also, the cost of ocean transporta- 
tion and the market value of the commodities compared to the cost 
of the commodities to the CCC. Table 9 shows the quantities of com. 
modities programed under agreements signed in fiscal year 1959 and 
table 10 shows the planned uses of the foreign currency under these 


agreements. Table 11 shows actual receipts of foreign currency under | 


each Public Law 480 agreement and its status in Treasury accounts, 
Of interest is the December 1958 exchange rate of the currency, as 
shown in the third column, compared to the rate of exchange stipu- 
lated in the agreements. In the last column any difference in ex. 
change rate is applied to the Treasury balance, computations by the 


General Accounting Office. Table 12 is a composite of all exports | 


under Public Law 480 to March 31, 1959, showing the program under 
which exported. 


Taste 6.—Title I, Public Law 480: Amount programed under agreements signed 
through May 31, 1959, and estimated market value of commodities shipped from 
beginning of program through May 31, 1959 











Amount pro- Amount pro- 
gramed Estimated gramed Estimated 
(export mar- market (export mar- market 
Country ket value value of Country ket value value of 
excluding shipments ! excluding shipments! 
ocean trans- ocean trans- 
portation portation 
BEREA. 2.nccncoc<e $28, 681, 000 $28, 681,000 || Korea............... $116, 458,000 | $115, 102,00 
EA cnccceonccran 40, 155, 000 38, 489, 000 || Mexico...........-... 26, 600, 000 24, 644, 000 
ae ea 155, 381, 000 89, 055, 000 || Netherlands......... 247, 000 247, 000 
Sin cncsetodinee, 38, 752, 000 22, 388, 000 || Pakistan............ 242, 646, 000 194, 580, 000 
NO ince crinatovaits 17, 799, 000 6, 775,000 || Paraguay............ 2, 598, 000 2, 598, 000 
i ncctemipencdipipeinten 36, 723, 000 96, 723,000 || Pert... <-cenccccc 20, 312, 000 20, 280, 000 

China (Taiwan).-.-.-- 19, 911, 000 19, 654, 000 || Philippines.........-. 13, 097, 000 12, 586, 000 
|” * alittle 35, 019, 000 29, 559,000 || Poland.............. 128, 631, 000 128, 818, 00 
(Se eae 8, 549, 000 7, 396, 000 ||} Portugal............. 6, 282, 000 6, 282, 000 
he eas 36, 242, 000 31, 776, 000 tina dpbivntnacnennel 367, 730, 000 316, 913, 000 
BD cduneckwads 57, 148, 000 30, 323,000 || Thailand............ 4, 394, 000 4, 083, 000 
SE occcabccnnn 1, 197, 000 AL ee 175, 350, 000 145, 055, 00 
SEES co occencos 59, 258, 000 58, 467,000 || United Arab Re- 
SE csichsqenttiime 7, 763, 000 5, 155, 000 i ial 60, 341, 000 33, 953, 000 
Eee dicincieuntl 544, 039, 000 493, 482,000 || United Kingdom.... 48, 150, 000 48, 067, 000 
Indonesia...........- 128, 149, 000 89, 844,000 || Uruguay.-.........-- 11, 800, 000 3, 726, 000 
errs eS ee 9, 963, 000 9, 963,000 |} Vietmam............. 5, 800, 000 5, 330, 000 
BE cccndabtncenns 117, 055, 000 103, 222,000 || Yugoslavia.......... 343, 005, 000 313, 433, 000 
peice ih amebasicniie 146, 825, 000 131, 814, 000 
ES ae 135, 064, 000 135, 064, 000 , 3, 197, 114, 000 | 2, 744, 724, 000 





1 Value is estimated export market value, f.0.b. U.S. ports, of tonnage shown on ocean bills of lading. Esti- 
— are revised to reflect actual amounts financed when this information is obtained for completed atthori- 
zations. 
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Public Law 480, July 1, 1954, through May 81, 


[™arket value in millions of dollars] 


TABLE 7.—Status of agreements and shipments, Title I, 
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TRANSACTIONS IW MBLIC L 
CUMULATIVE FROM INCEPTION | 
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TH PUBLIC Law 480 TREASURY ACCOUNTS 
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TRANSACTIONS IN PUBLIC Law 48) TREASURY ACCOUNT: 
CUMILATIVE FROM INCEPTION THROUGH DECREE 31, 19 


11,600,607 


83363360. 





TRANSACTIONS REPORTED OW DISBURSING G 





WITHORAWALS TO TREASURY SALES ACCOUNTS 
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TRANSACTIONS IN PUBLIC LAW 48) TREASURY ACCOUR 
CUMULATIVE FROM INCEPTION THROUGH DECEMBER 31, 1 
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TRANSACTIONS IN PUBLIC Law 480 TREASURY ACCOUR 

CUMULATIVE FROM INCEPTION THROUGH DECREE 31, 1' 

TRANSACTIONS REPORTED ON DISBURSING 
WITHDRAWALS TO TREASURY SALES ACCOUNTS 
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TRANSACTIONS IN PUBLIC LAW 480 THI 
CUMILATIVE FROM INCEPTION THROUGH I 


FOOTHOTES 
&/ “A* Dollar Denominated The dollar value of collections controls the amount Y/ 
of foreign currency available for withdravels, 
Withdrawals made at rates which differ from collec- 
. tion rates are eventually compensated by supple- 
"B* Exchange Cuarantee mental deposits, or refunds, of foreign currency. y/ 
*C* Non-guaranteed The amount of foreign currency collections controls 
the amount of foreign currency available for with- 
dravals. The dollar value of a withdrawal is E/ 
computed at the weighted average collection rate, 
B/ Market rates are taken from exchange vouchers supporting the 0.S.D.0.'s purchases L/ 
for the Foreign Service Advance Account on the last day of the reporting period. 
C/ The rates of exchange are in accordance with the agreements. ¥/ 
* Indicates a weighted average rate, e resultant of fluctuating rates (for 
informational purpose only and not to be used by agencies for reporting). Wy 
D/ Collections are stated net of refunds. o/ 
E/ Collections in Austrie are decreased by As 52,157,354.66 ($1,999,999.84); in 


Spain increased by Pesetas 77,899,993.34 ($1,999,999.84) to account for en ex- 
change of currencies under a $2,000,000.00 tripartite agreement. This deposit . 
in Spain is subject to allocation and apportionment by the Bureau of the Budget 


on the following ratio: 40% for U.S, uses and 60% for loans in accordance with P/ 
the agreement. 

P/ Collections contain Cruseiros 640,641.10 (no $ value) representing deposits in 9/ 
excess of the agreed rate (i.e. 67.50 as to 67-1). ‘These Cruzeiros will be re- 
funded to the G.0,B, 

G/ $143,250.00 of the balance as show is reserved for refund and therefore not y 
available for agency use. 

B/ Pounds 4,233,897.6]2 ($2,352,165.34) has been deposited to the agreement of 
11-7-57 instead of the agreement of 11-6-58. Corrective action has been 
initiated. 8/ 


TREASURY DEPARTMENT BK 
Bureau of Accounts 


er 4 





AW 480 TREASURY ACCOUNTS 
| THROUGH DECEMBER 31, 1958 


Oe ae Ee iy ais 


ts 


A deallocation and a reallocation by the Bureau of the Budget of an Agency Account 
(Defense) overstate withdrawals in the agreement of 5-31-55 and understate them in 
the agreement of 5-29-56 by Yen 69,355,493.00 ($192,654.15); 


Withdrawals by an Agency (Defense, Army) exceed allocations by Yen 92,644,507.00 
($257,345.85), caused by the transfer of Yen 162,000,000.00 ( ,000,00). 
Corrective action has been initiated. 


Pending further documentation, the collections (foreign currency and dollar equiva- 
lent) are tentative, 


Zlotys 12,502,475.04 ($520,936.46) has been deposited to the agreement of 2-15-58 
instead of the agreement of 6-7-57. Corrective action has been initiated. 


$50,674.00 of the balance as shown is reserved for refund and therefore not available 
for agency use, . 


Supplemental deposits of currencies are reconstituting, in part, the collection 
rate, 


Withdrawals by an Agency (Defense, Air Force) exceed allocations, thereby overstating 
withdrawals in the agreement of. 4-20-55 and understating them in the agreement of 
3-5-56 by Pesetas 293,800,409.04 ($6,995,247.62). Corrective action has been 
initiated. 


Pesetas 8,505,005.88 ($202,500.14) has been deposited to the agreement of 10-23-56 
instead of the agreement of 3~5-56. Corrective action has been initiated. 


Pesetas 14,076,710.34 ($335,159.77) has been deposited to the agreement of 1-27-58 
instead of the agreement of 10-23-56, Corrective action has been initiated. 


Of this amount, the international agreement authorized the withdrawal of Lire 

139, 535,445.64 at a stated dollar value of $42,000,000.00, However, in accordance 
with rate principles set forth in t Circular A-34, the Lire 139,535,445.64 was 
revalued to the U.S, dollar value of $35,372,113.72. For further information, 
contact the Foreign Currency Section of Treasury. 


Lire 515,374.95 ($78,826.09) has been deposited to the agreement of 1-20-58 instead 
of the agreement of 11-12-56. Corrective action has been initiated. 
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pip 12.—Public Law 480: Exports by Seat July 1, 1964, through Mar. 
$1, 1959 


[In thousands] 


Title III 
Commodity TitleI | Title II 


BAQN 
sskies 


os s 


AH 


SS 


ton Byaetnding linters)...........| Bale 
Pound 


2558. 
SESSEEES SEEEEESE 


ik fevaporated and condensed) 
ik (nonfat dry) 
ik (dry whole) 


i nsdnntiin dna dip dnadsanivnces ccdinabecd 


» BSB..88.5 


oil, anhydrous milk fat and 


products (other) _. 
93, 200 |... 
20,000 |. 
You! hanes “ 10, 600 
ni fresh, dried, and juices. - . 113, 700 |__- 
edible beans ‘ 


neSsi 


— 
—- = 


000 
700 
400 
000 
000 
93, 200 
000 
600 
700 
440 
10 
900 


BES 
$3 


iIncluded but not listed are exports through barter of small quantities of fiaxseed, dried skim milk, linseed 
iil, cottonseed meal, soybeans, tobacco, peanuts, grain sorghums, and rye. 

i Rye equivalent of 1i ,000 hundredw eight of fiour. 

Rough and milled. 


DoNATION 


Donation of surplus commodities is authorized in both title II and 
tle III of Public Law 480. The following five tables summarize these 
gograms. Table 13 shows overall donations for the past several 

yyars. Table 14 shows the commodities which have been donated and 

pe quantity remaining in CCC inventory at the end of 1958, if any. 
‘able 15 shows the number of needy persons in family units in the 
nited States receiving donated foods. These figures do not include 
‘ipients under the school lunch program nor those in institutions. 
ples 16 and 17 show the commodity composition of these programs 
® the fiscal year 1958 and the first 9 months of fiscal year 1959. 
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TaBie 13.—Surplus food distribution, July 1, 1954, through Dec. 81, 1968 


SURPLUS FOODS DISTRIBUTED IN THE UNITED STATES 


Fiscal year Quantity 
(pounds) 





TaBLE 14.—Commodities distributed July 1, 1952, to Dec. 31, 1958, and remainang 





inventory y 
oo 
Quantity dis- 
tributed fiscal Current 
; Commodity years 1953 to inventory 
_ ist half fiscal 
year 1959 
OCC—Price support: 
ie ei ened ebeeneeenea tied pounds 381, 200, 000 None 
BE edie pdccecnccupeanscpnceccasasbsccccensesoccccegconeoce do... 950, 700, 000 17, 286, 008 
ahh uh ikke hide edabicbhsbedeabuons do....} 1, 133, 100, 000 4, 954, 000 
oa I nn kehinetidiihmipandinbbagienslegn det heptinnathhneiva do....| 2, 594, 900, 000 46, 124, 000 
teste remete a aar jade} “gone |; eae 
codupewenocanecosccccess ccacsenencoweaenccccccecccesescs usheis.. 
Flour ee eS aseaeecgtbommepenectbed do..-- 88, 321 100 741, 520, 09 
Es si iladetindibibann tdcedbectadibacevtsumcddesd 0.. \ 
a EN I ee do.-..| 33,198,300 |f 4 182, 875,00 
Cottonseed oil and shortening-...............-.----.-.-----pounds.. 221, 600, 000 17, 889, 0008 
Surplus removal: 

no cscs auiealinmeadageainnsngeesinced Buda. 288, 000, 000 None 
EE EE INN dc cdddidccamecentinndulindccknsswiees ee 188, 400, 000 None 
EER ee ee == 125, 600, 000 None 
idsandstthtineshbodtvuctsbbidecodosededescestued do...- 28, 900, 000 None 
ici ddeddtctinbernate whim Epabonwinnsndaastind do.... 44, 500, 000 None 
Dh cenktta Me ROpACnSensunrnnweeswEeeehnaperes-enenasees inane 60, 400, 000 None 

po a Sicddidititdociddotinrnbsnatblcenthtonbescdéieel do... 72, 300, 000 None 
lio pd etIe pi gorneInataminbresonennsennneConsones ae 18, 400, 000 None 





-- 
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Tssue 15.—Needy persons in family units receiving donated foods in March 1959 









New Jersey.........-- Washington __........ 








New Mexico-._..-.---- 42, 057 || West Virginia_....-.- 301, 
ee | | Norn Cui] “el wootine: “sas 
Trust Territory......-| 4,050 
— 60, 541 sail Total United 
States......... 5, 741, 298 
Massachusetts. Puerto Ri 605, 666 
sess pnts seseysnaeseneasatesinhltnesiinesanimanete 


44273—59——6 
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BARTER 


The following seven tables relate to the barter program authorized 
and directed in title III. From the enactment of Public Law 480 to 
May 28, 1957, barter was carried on freely at a rate of about $350 mij. 
lion per year. On that date restrictions were placed on the program 
which made it extremely difficult to negotiate such an exchange and 
very little was done under the program until November 1958, after 
enactment by Congress of a stronger barter provision in the 1958 ex. 
tension of Public Law 480. Since that time barter has been resumed 
at a rate of about $150 million per year but with continuation of re. 
strictions which prevent movement of surpluses into major foreign 
markets. Meanwhile imports into those markets from the Soviet blo¢ 
are increasing substantially. Table 18 shows the disposition of im. 
ports under the barter program. Table 19 shows the commodities 
exported under the program and table 20 shows their destinations, 
Table 21 shows exports of commodities under various Government 
programs. Table 22 shows the origin of materials imported under the 
program. Table 23 summarizes the program through 1958, showing 
the value as of March 27, 1959, of materials acquired and the savin 
in storage costs resulting from the program. Table 24 lists the trade 
agreements in effect on January 1, 1959, between free world countries 
and the Soviet bloc for commodities normally eligible for barter, but 
which are prevented from moving in many of these countries by 
USDA regulations. 


TABLE 18.—Summary of barter contracts entered into in specified periods! 
{In millions of dollars) 











1949-50 1954-55 July- 
Materials through through December 
1953-54 1957-58 1958 
Strategic: 
UI 500 tg eo eenacdaungeebe 71.8 hf 
Supplemental stockpile ?_................. sib aaciaaleene oma 3 423.3 34.5 
Total etrnteres.. .4..5. 2-056 s0555< ee a ee 71.8 | 832. 9 34.5 
=——oo——>)oOo=laoeEea—————OSS EES 
Supply: 4 
International Cooperation Administration --............-. 28.4 61.0 | ..cccescnssnl 
ED TET POO... 5. cg cccdeccgnecccecsccns he haleesisameeniaes BRS loccwcannsenn 
IY ice ease hcl daci li peinieeeeeDernicelntcetictimmenseiontnsnrbenstatectsaniniieliadae 7.4 Be Eb hecceccossann 
CT ND 6 bnn tbe FG es thos ericdinnndgccpeeeewsd 35.8 Oo 
Granid totel........._...-........ ST escheat | ae 931.3 34.5 





1 Years beginning July. December 1958 preliminary. 

2 Materials transferred or to be transferred to supplemental stockpile with reimbursement as provided 
by sec. 206 of the Agricultural Act of 1956. 

3 Adjustments have been made to reflect transfers of $7,100,000 to strategic stockpile. 

¢ Strategic and other materials, goods, and equipment for other Government agencies. 
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Taste 19.—Agricultural commodities — under barter contracis in specified 
periods } 





July-December 1958 2 








1954-55 
through | Under | 1954-55 
1957-58 | allcon- | through | 1958-59 

tracts 1957-58 | contracts 
contracts 


1949-50 


Commodity Unit through 
1953-54 












Thousand units 





1 Years beginning July 1. 

# Includes partial estimate for December. 

3 Includes sales with eS to be made by July 31, 1959, under cotton export sales program announce 
ment CN-EX-5 dated Apr. 23, 1 

‘Includes flaxseed, dry edible bee beans, linseed oil, peanuts, soybeans, dry milk, tobacco, butter, cheese, 
and cottonseed meal. 





78 EXTENSION OF PUBLIC LAW 480 


TaBLe 20.—Value of agricultural commodity exports under barter contracis by 
destination, July 1, 1954, through Dec. 31, 1958 } 


{In thousands of dollars] 














Country Value Country Value 
ee ae ee ee ee 
ae 9,074 
SURI on cece ct erent sahwnecsevecsntsestelll 19, 26] 
; A iensngdhuatlennoustcneninawauiia 
WRN Sco as Sac ccccscueccccbscscutesecsene 129 
Jordan ion ees seleltL chk bogeiebaeel - 
i idicid natlincsdiehgiiiigisee sehen 
Ba etn ncdcscdepeocadstansesesouett om 
Lebanon 
Mexico 18, 054 
Morocco. - -- 1% 
Mozambique-. 1,023 
PE hecanepoadicesssuudcenaeeu 129, 876 
Netherlands Antilles__--...-.--...-....- 4 
erat ng bctdtiznecanhsoacuacdhashuqwor ane 1 
PE sane contra eatiaekaaera.- <chapslied 1 
PE tcntiinepenchsartnadessntnnaiiiil “= 
PEs ot ~Lodhggsubu.Ubssecesdscakawen 10 
Daina mytcnintninbepaettnmnatipodnhs ainadel 3, 054 
i aes seeehminnm PL Cee. .ccscspebaccancesonsensnaedl 404 
Se ee ROD” Fh POONA; 2. essen cepa ciesccesquidamaend 5, 484 
as eeu TE EE i anniek baadelensieaaiebabe 3 
DORN Desetbss ccccsxwceseccaceeccceccete. 8 a SE Re eee ee Bi 
French Somaliland.....................- ai, ann csieke het nanemineaaeil 7, 539 
French West Africa....................-. Et ens anborantveheswancercmandbocwiie 7, 983 
PNY ac cectacanacecenpoocksoos ROR GOS Th DO WMITUIING.... 2 onic cs cdiedccnaninebaswes 3, 250 
NN. «.cdsttittonsénbusdihpanemchdpitihan i idedswamestibunsaneneuceiinndl 32 
RE Shel obiabbabtedeindcnunmebl SUES Be etchant ocbeccccdepuctcenaccuaweubeake 1,371 
GOUIRG 5 « cecsssacsictccnnsecscceusucs 9 TO a 6c cucncsecsenctuccwcusasenscunes 12, 909 
Tae RO SR AS 2 || United Arab Republic (Egypt)-........ 8, 080 
I ia tg ate acini ace 238 || United Kingdom 3_-...............-..... 208, 635 
Sista eect cine cinta Raserine deur at RI nt neecinne eunieitienes eiaapeniia 1,200 
i ii nt vsk bist bight sacectunteoe | Pip (ener elie 825 
al laren 7h 2. VES. .s. cntitnamidbouhemamedind 9 
a a a eteatdinil al RTT dcinesandersnneccdenktonnsedel 2, 743, 
a inte one vibmnentvaieciinbvielinbeires tt SEE naninsabncoccneqnepedhasceduaage 23, 715 
lates chia inlsieaceaieainadabhaeiea 1, 388 
al ia naa caltaniabiinindeonecl 744 EE RT 967, 568 
esd teskeindctnsecntinebewe 19, 504 





1 Commodity values at export market prices. Includes partial estimate for December 1958. 

2 Includes data for other British Commonwealth countries for contracts entered into prior to July 1, 1967, 
It is estimated that about 85 percent of the value shown covers shipments to the United Kingdom; the 
remaining 15 percent covers shipments to other countries of the British Commonwealth, including Australia, 
Canada, and Union of South Africa. 

3 Includes shipments for which documents listing country of destination have not been processed and 
small quantities to Belgian Congo, British Guiana, British West Indies, Canal Zone, Liberia, Okinawa, 
Surinam, and Trinidad. 


TABLE 21.—Exzport of agricultural commodities 


{In millions of dollars] 





Calen- | Calen- | Calen- | Calen- | Calen- | Janu- | April | July 


Exports as a result of— dar dar dar dar dar ary to to to Sep- 
year year year year year March | June | tember 


1953 1954 1955 1956 1957 1958 1958 1958 


I, Dollar sales: 
A. Other than CCC 


ch. beahcoé 2, 289.1 | 2,112.2 | 1,588.7 | 1,314.6 | 2,023.3 372.8 466. 3 496.7 
B. CCC stocks: 

oi eden 147.9 344.2 349.1 | 1,071.7 555. 7 221.8 35.6 64.9 
I a caslnininneieal 4.0 18, 2 1.0 0.4 23 

3. Payment-in- 
aca a aia ls arid Matin eal ies 82.9 19.2 16.4 12.1 
I eee 14.0 29. 9 224. 1 349. 6 269. 0 8.6 19.1 15.8 

III. Foreign currency sales under 
title I, Public Law 480--.|.......--}-..-..--- 266. 0 604. 5 925. 5 155. 4 274.7 211.9 

IV. - a by ICA pro- 
Sahih alc liamsnenandeion 350. 6 497.0 362.0 434.5 317.9 56.0 41.5 49.3 

Vv. Other 1 ee including 
I 6 nieces 42.2 60.0 404.7 378.8 314.9 89.7 134.1 52.9 


—— 


Total exports.......... 2, 843.8 | 3,043.3 | 3, 194. 6 4,157.7 | 4,507.4 | 924.5) 988.1 905.9 
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TAsiE:22.— Value of materials delivered under the barter program by country of 
origin for calendar years 1954 through 1958 (based on program operating records) 
[Value in millions of dollars] 

NI Niello dali nlmerenisagesnannmscacatanaaseD 

Calendar years 





Country of origin 

1954 1955 1956 1957 1958 | Total 
penne nenemneeeneeeenenepsnensantese enanpsenne eben ene iidl cise baciiesiel, 
BE iintcoobeshsncosb eqvecssqocconseusaseessabeet $11.0 | $49.5 | $34.4 |......../..-..... $94.9 
Argentina.....----------------------------2-----0-----|-------0 1 -3 $0. 5 $0.8 1.7 
AUSTONE... non ornccnnonnnnennnncewcnecenececsenccecccs|esencece|eopecces 6.0 10.9 1.6 18.5 
Balalan OONQ0....n'2 non ccnenascencncnsasnncencwnsecsaeckloocnrspeloosesase 3.0 4.4 -6 8.0 
BelGlUM . ...- 0020-2 - eon n-ne enw enn ene ew enone nn [eo nnonne 3 6.1 5.8 5 12.7 
BONVIB dp qdesocccensccccwncodecescndaescceccesasconassloccespes loose sacs 1.0 Lk pestle 2.1 
SE nsiedtclbstibedaveosans-coctequocasesepecansenpenslseannne -2 5 1.5 1.6 3.8 
COE. diate mace pbopocosepidocaccqcutincescespnondosd 2,7 6.7 21.2 30.8 16.1 77.5 
Ceylon... ..-----------2------- 2-202 --- 2-0 o-oo oon e+ | oe ----|- 22 -- = 1 oD l\coucna’l -3 
PR padocncwsnpocecews deeccn casdsescuscesnesuncuncuslecspeens Ri leinceoen 1.3 -5 2.0 
CRIED. ccccqatcnccescenscconasecceneecugsoocecenscs 6 6 Dl enoseehslcanened 1.4 
QUDR..-- ci -daccevecesercewennapecenec eee scebeseccesensleccnnsileloonesuce S lopocannn|ponsesitl 3 
FOPMOGB.. .2.2- 20222 enn neon nnn e ence weno nen nnenece|ennneeee Se a ff 
SEE decccobecidsinebentminkduosapesvtdsabwetghia 5 2. 9.2 7.8 5.8 25.3 
Sd cdinitkthtoandebemeenesendnssesesejeneseeusunisesmenseloctbntddimeheneed 2.7 2 2.9 
EY WOR dnntind dette nish deinehgtebishysabgdegh 2 0 14.2 13.5 4.4 34.3 
imp eovbnesoceodhapsncreduaeunnschnaves cepeaateagennlmebesnitel 4 4 1.2 2.0 
BE tcdecsqccebecsncvcchnsoncesdvestbsssbarstasaplae bodeuibea 2.0 4.6 4.1 7.3 18.0 
EES elnickasonnkboebboh didpendiqvobvoaliegipcenssdd beck pbe 2.3 5.2 3.0 of 11.2 
ie indomikticceqscshoanctcndecnseseebeancanenetdlansheniaasaael 1.0 24.2 25.2 
Japan.----- 5s ann Casa RUCRST Sena Cee ean ana 3.1 19.7 15.1 12.2 12.9 63.0 
MBGRGRICET.ncccccecccccecccccces coc cc cece ecccesescccleccvecce|coceccce ok lecchabtudl -2 -3 
arin cheats pie pdidialom tigre nd tneags ehhnietns ch gheeipctasstenat tobi ei beet 2.1 16.1 27.4 8.8 54.4 
Sa preceacecesnconeunerenesesousencslsacccese|scnnsean sabecacdioosacune 3 3 
PROS. . ncccncnpsepaucnsinddcysdéconenudteinledann dhineatetid 2.4 11 B bitacmoar 4.0 
Sl: 1 dduhbibiameebeceenvedieumaaantamalanaginatit 1.7 ae oI Buntianneal 3.5 
EE ES EE on 7.8 6.0 14.0 
BT iidc inidobnnsrecweccsimacgscceodsmepetacstimeeselecsuceed -9 oS ledesiantl ed 1.7 
ccc mebesdegnnrth: ieenncqnunpsnaunmpendnenelotnedbsetnetsenebsenieibiainiiiabined -l 
Dh on (oreteededequeccedceduadveceperenssananebiansndneh tase 2.4 9.0 on 12.1 
nt TNL «ttn ttn ennniinieeetiinininemeiatiteiaiatiaiiedd 6.9 6.6 3.7 5.6 22.8 
Pi chighedscavescerscovscess ~ecdeasanansnecheses lrenceepulesnnnn oi eawnanneeliiitntn -2 
EC, SiteUln « cocceveccconscccaseucgennsnesesennbnn 8.5 6.3 Lalclnaoepes 15.9 
CE Eee euedsndeocevesspeumment 4.8 21.1 49.8 37.7 113.4 
SE STONE RATIO. ncancccenccceeccceccesecccunsttbaieleghinweltieiieeeneeae 1.0 -6 1.6 
TL ntnsierenssinentoneneucnteammdaotmetekblennbanebhetiidnel ath Reahciclematelitel lana -4 
— Bs coccncccescaddebcecdenedsaweadanan ok 3 v : 3.7 4.6 me 
PE, cnchinccnducktiiedcutuguanedheoscsusibbcideedbedsaadis 3 sbibianet 4 8 
Dh [ii inne adktibenderse=quesseceuvessusoebtioinel anhionahtnniidl 1 sleidiasiemansialdticnastinias -6 
iin bybpcoucnudatsobsanboniqbacubnstbavhnnte 6 U. Kcccartnilieendbemsinenanall 1.3 
SE cadlinadcbebaccescqeqnncveeseceseseenssngdboanstouengete 9.8 18.3 23.0 20.2 71.3 
i ic scucnontanscssucsacenseienncaddnneaintl 2.5 1.7 1.5 1,2 6.9 
Rn 0 c.cenancsngennerstdonsestndasdatesquacvendleneseass 4 5 4.8 4.1 9.8 
ici anttitncnctiictn nee 18.8 | 127.0 | 207.4 | 234.6 | 160.0 | 756.8 





1 Represents diamond deliveries for which individual countries are not availableg 
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TaBLE 23.—Barter transactions, by calendar years from 1950 through December 1959 qua 
(based on program operating records) ds 
o 











| Aus 
Number of firm offers re- 
entveg §.wiu..... Jsis.<- 10 28) 27 48 93 
Number of contracts Ven 
DE iecnctedisdbenacd 8 16 12 16 68 
Value of materials con- 
tracted for (in millions Aus 
of dollars): 
A. Contract value...) 12.1) 37.0) 15.7) 30.2) 111.3 
B. World value at 
time of contract.| 12.2} 37.0} 15.7] 34.1] 115.0 
C. Present world 
wanne....s.si...4 11.7} 23.7) 13.4) 41.2) 118.9 
Export selling price of 
commodities (in mil- 
lions of dollars): Given 
in exchange. .......-...- 14.3} 36.3) 16.1) 245) 384 
Annual cost of storage of 
commodities (in thou- 
sands of dollars): Given 
in exchange. --_........-. 833. 7|3, 373. 91, 100. 01, 995. 4|3, 660. 5/33, 072. 2/45, 946. 7/20, 061. 2/6, 287. 1/109, 127.7 
Annual cost of storage of 
material taken (in 
thousands of dollars)?_.; 3.2) 17.8 8.7! 234.1) 58.0 
Aus 
1 Partially estimated. 
on aeaee charges on materials acquired for immediate consumption by other Government agencies not 
clu ° 
§ Includes interest at 3}4 percent on investment for construction of French housing. 
TaBLE 24.—Soviet bloc planned exports of grains, cotton, and tobacco as listed in Ae 
trade agreements between certain free world countries and Soviet bloc countries 
[Bloc countries listed only when a trade agreement is assumed to be in effect] 
Canada-U.8.S.R.: 
Latest agreement signed Feb. 29, 1956: 
No grains, cotton, or tobacco listed. 
Cuba-U.S.8.R.: 
No trade agreement; contracts for Soviet 
purchase of sugar. 
Dominican Republic: 
No trade agreements with the bloc. Av 
El Salvador: 
No trade agreements with the bloc. 
Mexico-Czechoslovakia: 

Payments agreement and a treaty of com- Be 
merce, signed Nov. 9, 1949, with com- 
modities listed but no quotas. 

No grains, cotton, or tobacco listed. 

Nicaragua: 

No trade agreements with the bloc. 
Panama: 

No trade agreements with the bloc. | Be 
Trinidad and Tobago: 

No trade agreements with the bloc. 
Austria-Bulgaria: 

List same as in agreement signed Jan. 25, Be 
1957: 

a Pro memoria (as available). 

ieee cinta cdcursdb ish wiatietoaiee dee Do. 

inane ts ini ainenbdeelase inet 15,000 metric tons. 

el ii ah sini nigndianieatndiiadet aie 3,000 metric tons. 
Austria-Czechoslovakia: 


Agreement signed Jan. 25, 1958, renewed the 
1957 commodity list: “Various agricul- 
tural products such as barley for industrial 
purposes, malt, fruit, and vegetables’’ 
valued at 500,000 “clearing dollars.” 








— Seam 


ie 
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quatz 24.—Soviet bloc planned ewports of grains, cotton, and tobacco as listed 
in trade agreements between certain free world countries and Soviet bloc 
countries—Continued 


ustria~East Germany: 
A List some as in agreement signed Nov. 23, 
1956: 
No cotton, tobacco, or grains. 
uela: 
No trade agreements with the bloc. 
Austria-Hungary: 
Latest list the same as in agreement signed 


ES odntcmedenntituveonscathies 50,000 metrie tons. 
db ibbiedn dhtibeccccceceseosess 5,000 metric tons. 
Grain for feeding purpose__........... Pro memoria (as available). 
eas hicuhe i aremmardnipuidappiin alleen $500,000. 
Millet for feeding purpose. ..........- Pro memoria. 
OGRE RODisasis MUU) ine bubs on cece cnn 100 metric tons, 
Bran and flour for feeding purpose-_-_-_-- 2,000 metric tors. 
Once dh bbbdocceccceeceecass ,000. 
ea rrtndt AMUb hho cc cbsoccccosces 200 metric tons. 


Cotton and linen rags, hemp and flax $300,000. 
waste and other textile waste. 
Austria- Poland: 
Lists unchanged since agreement signed 
June 17, 1957: 
No grains, no tobacco. 
TRASH: MOTIOUB sc din Gaon dnsh ons mnegows $40,000. 
Austria-Rumania: 
Lists unchanged since agreement signed 
June 5, 1956: 


tb dnintiwekenacwebaqenmennliiell 1,000,000 clearing dollars. 
in ciniaddmamevbadetbeceereceons 1,000,000 clearing dollars. 
Dalai ani din boceenecseuccese? 500,000 clearing dollars. 
CPR cla nab Likbbib«ersesesoecesaas 3,500,000 cle dollars. 
Barley for feeding purposes. -_........- 300,000 clearing dollars. 
ict ckiitin demi ddewnithedthdec 300,000 clearing dollars. 
Flour for feeding purposes. ......-..-... 100,000 clearing dollars. 
Whent beORisnncc gon ib twits ditbne wt 100,000 clearing dollars. 
CIE. . on ccancccsnuscsanheninientl 150,000 clearing dollars. 
Austria-U.8.8.R.: 


Agreement signed Nov. 24, 1958: 
Grain and cotton mentioned but 
amounts not known, 
Belgium-Bulgaria: 
Agreement signed Dec. 14, 1957: 


PIs os tks wiciahin andi biinticongamennnte 5,000 metric tons pro memoria, 
Buckwheat and millet_.............-.-. 500 metric tons. 

RO a cn cn esccnwencc on enaeeoaindien 2,500 metric tons. 

TE icdipwcctnsetuwsnkediatawae 2,000 metric tons. 

hii, enge: cnmiinianmmmnsienadiatio 500,000 Belgian francs. 


Belgium-Czechoslovakia: 
Agreement signed May 29, 1958: 
DEGRE PREIEY iMG db in bce ccecesceeeees 6,000 metric tons. 
BOGE .<idonuna-webecosereecervetes 9,000 metric tons. 
Belgium-East Germany: : 
Agreement signed Dec. 10, 1958: 
No official lists for this agreement or the 
preceding one; no mention of grains, 
cotton, or tobacco in reports of the 
agreements. 
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TaBLe 24.—Soviet bloc planned exports of grains, cotton, and tobacco ag 


in trade agreements between certain free world countries and Soviet digg 


countries—Continued 


Belgium-Hungary : 
Agreement signed Dec. 23, 1958, with lists 
unchanged since the agreement signed 


Nov. 26, 1954: 
a cia kl 4,000,000 Belgian frances. 
Assorted seed grains_--.......---.--- 5,000,000 Belgian francs. 
EE oon ck oa wed ewalece 14,000,000 Belgian frances, 
NOD on cin wmtiirtowenee uae 20,000;000 Belgian franes., 


Belgium-Poland: 
Agreement signed Dec. 22, 1958: 
ae eee 40,000 metric tons. 
DN OUNEO es cc céccccccdsste 1,000 metric tons. 
Belgium-Rumania: 
Agreement signed Nov. 23, 1948, renewed: 


Ue ee ee oc cc seccudeccsds 85,000 metric tons. 
PIT oo -Saecosscter ssh ics 500 metric tons. 
SM ts cote eg keascecencdctaccs 100,000 metric tons. 
Ie es nsegescssasease 10,000 metric tons. 
eens pemey 5-05 vio. SL 10,000 metric tons. 
Ry WON. gb ono cS ESS 50 metric tons. 


Belgium-U.8.8.R.: 
Latest agreement signed Aug. 2, 1956: 
Mp Soeee = Sceste Se cheek ohbewd Pro memoria. 
i real ae as aes tk 20,000 metric tons.’ 
Corn, barley, and other cereals (not 25, 000 metric tons. 
specified by kind). 
Raw tebeeso......... 025202162222 3,000 metric tons. 
Denmark-Bulgaria: 
Agreement signed Nov. 6, 1958: 


i aU 0 Os ee Pro memoria. 

og ee A ee 1,200,000 Danish kroner 
Feedstuffs (unspecified) --......-.---- 350,000 Danish kroner. 
MUU Jos oo ae coc ecccscccsacscns 1,750,000 Danish kroner 


Denmark-Communist China: 
Latest agreement signed Dec. 1, 1957: 

Wheat, rice, barley, corn, cotton waste— 
no quantities or values specified. 

Denmark-Czechoslovakia: 
Agreement signed June 20, 1958: 

No official list available but reported 
not much different from previous 
agreement in which no grains, cotton, 
or tobacco were listed. 

Denmark-East Germany: 
Agreement signed Dec. 19, 1958: 

No cotton or tobacco listed; grains, 

ro memoria. 
Denmark-Hungary 
Agreement caened Feb. 28, 1958: 


nine eenennteasnndéeube Pro memoria. 
Feedstulfs (unspecified) .............-. 1,500,000 Danish kroner. 
Os Sn oo Snsassssassesesce Pro memoria. 
Denmark-Poland: 
Agreement signed Feb. 1, 1958: 
Assorted seeds (unspecified) ..........- 300,000 Danish kroner. 


Denmark-Rumania: 
Latest list in agreement signed Apr. 3, 1954: 
NE aes akcdcccdniweeeonecossc 10,000 metric tons. 
Bread and fodder grains including corn. 3,500,000 Danish kroner, 


| 
| 
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Tapte 24.—Soviet bloc planned ewports of grains, cotton, and tobacco as listed 
in trade agreements between: certain free’ world countries and Soviet ‘bloc 
countries—Continued 


Denmark-U.S.S.R.: 
Agreement signed Aug. 9, 1958; lists not 
changed since agreement signed May 14, 


1956: 
DES t ieancustcameea tal eee Beet 100,000 metric tons. 
ER Se oe eee. es 30,000 metric tons. 
Woes erainee sc eee ee OU 80,000 metric tons. 
COs he ccacdecccceweuns 2,000 metric tons. 


France-Bulgaria: 
Agreement signed July 1, 1958: 


Rice and broken rice_............-..- 5,000 metric tons. 
NF GU. cnc cauisdeenwacasm 10,000 metric tons. 
Toeatoo, eed [be ch A SU eT 1,750 metric tons. 
France-Czechoslovakia: 
Agreement signed May 23, 1958: 
TS VERS a 1,750 metric tons. 


France-East Germany: 
Agreement signed Mar. 31, 1958: 
No grains, cotton, or tobacco. 
France-Hungary: 
Latest agreement signed Oct. 19, 1957: 
UNIO. inna cong peccsecotcvaduul 100,000,000 French francs. 
France-North Vietnam: 
Agreement signed Oct. 14, 1955: 
No lists available. 
France-Poland: 
Agreement signed Dec. 22, 1958: 
No cotton or tobacco; seed grains only. 
France-Rumania: 
Agreement signed Jan. 20, 1958: 
Gs dbzued ste doe Log cere 850,000,000 French francs. 
"TORRN00 32 on iin a LGR Ae Pro memoria. 
France-U.S.8.R..: 
Agreement for 1958 signed Dec. 28, 1957: 


PUN POKA is s acca cupegenacend eee 5,000 metric tons. 
3-year agreement signed Feb. 11, 1957, listed: 
Oottene<. 2260s. SR eA 1957, 8,000 metric tons; 1958, 


10,000 metric tons; 1959, 
12,000 metric tons. 
West Germany-Bulgaria: 
Agreement signed June 24, 1958: 


ine. BO oo a eeweeee a 420,000 Deutsche marks. 

i Fee Le ee Pro memoria. 

Comm. ee ee ooo cece ewes sees 3,000,000 Deutsche marks. 

Nos od. cdwen dee Cen ee 22,000,000 Deutsche,marks. 

CORON COS OE ep nna cavennnacawee 300 metric tons (?) Deutsche 
marks (?). 

Gotten Ghbsia, taWi. onccpgicepcousece 400 metric tons (7?) Deutsche 
marks (?). 


West Germany-Communist China: 
Agreement signed Sept. 27, 1957, expired 
Dec. 31, 1958: 
Grains, unspecified, were included. 
West Germany-Czechoslovakia: 
Agreement signed Feb. 24, 1958: 
peels Hastey..6 oct. THEE UO SSO. Bet 500,000 dollars. 
West Gernmmany-East Germany: 
Agreement signed Nov. 1957: 
Grains, unspecified as to kinds or 
amounts, listed. 
West Germany-Hungary: 
Agreement signed Mar. 13, 1958, renewed: 
Lists not available; no grains, cotton, or 
tobacco mentioned among principal 
commodities nor listed in previous 
agreement. 
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TaBtE 24.—Soviet bloc planned exports of grains, cotton, and tobacco as iste 
in trade agreements between certain free world countries and Soviet blog 
countries—Continued 


West Germany-Poland: 
Agreement of Nov. 16, 1956, renewed: 
Mints Rattles e oo sin ws apdotidbonnaner 2,000 metric tons; $50,000, 
West Germany-Rumania: 
Agreement signed May 27, 1958: 


Pi DS own cneeccereres Pro memoria. 

Bread and feed grains (unspecified)... $19,000,000 Deutsche marks, 
TORROGE cites GbGescosesscvensces 400,000 Deutsche marks, 
ahaa ad emiimebeiaidneee Unspecified. 


West Germany-U.58.S.R.: 
1958 protocol to 3-year agreement signed 
Apr. 25, 1958: 
Barley, oats, corn (harvested in 1958 150,000 metric tons. 
and may be delivered until July 1, 


1959). 

Geicbintons Obs benccccersonssess 10,000 metric tons (5,000 met. 
ric tons from the 1958 
may partly be deliv 
early 1959). 

a a rie 3,000 metric tons. 

ee SOURGOO.... 3 none wcnnidcliido dS hin kt 1,500 metric tons. 

Quotas for 1959 and 1960: 

a ail Unspecified; to be negotiated 

RRs i. capncnncacncnngddad 1959, 14,000 metric tons; 1960, 

= ann nt panne tons. 

ia tn wits ein hei einhial 1 J metric tons; 1 

3,000 metric tons. + 

Raw 6oba000. .1uiscnasicce dune 1959, 2,000 metric tons; 1960, 
2,500 metric tons. 

Italy-Albania: 


Agreement signed May 26, 1958: 
Official list not available; no grains, 
cotton, or tobacco reported. 
Italy-Bulgaria: 
Agreement signed Feb. 25, 1958: 
Official lists not available; unspecified 
amounts of corn and tobacco re- 


ported. 
Agreement signed Sept, 1, 1953, listed: 


iil ok sins Disha Maas adn Shaina ence 20,000 metric tons. 
Barley and rye (undifferentiated) _....- 400,000 dollars. 
eR hieis ahd GURiisle duis ocintdososccee 400,000 dollars. 

led ita ete 25,000 dollars. 
EINE” DDD G06... on cowcesacccces 350,000 dollars. 

Italy-Czechoslovakia: 
Agreement signed Apr. 5, 1958: 
tela denccuscpcossceesceus 265,000,000 lire. 


Italy-East Germany: 
Agreement signed approximately Dec. 10- 
13, 1958: 

No official lists; no mention of grains, 
cotton, or tobacco, nor any listed 
in earlier agreements. 

Italy-Hungary: 
Agreement signed Dec. 17, 1957: 

No official lists; mention only of un- 
specified agricultural commodities. 

Agreement signed Feb. 18, 1956: 


DP isich ddicisiontvatpeghwiterebuen 2,000 metric tons. 
aa cichesciies 2,000 metric tons, 
salaried 100,000,000 lire (7). 


Italy-Poland: 
Agreement signed Feb. 25, 1958: 
No official lists; unspecified agricultural 
food products mentioned, 
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24.—Soviet bloc planned ewports of grains, cotton, and tobacco as listed 
in trade agreements between certain free world countries and Soviet bloo 
countries—Continued ' 


Italy-Rumania: 
Agreement signed Jan. 28, 1958: 
No details on commodities but trade 
Ma to increase 15 percent over 
1957. 


Minor cereals (not specified) ........--. 400,000,000 lire. 
Barter agreement, outside the regular trade 
agreement, signed Apr. 11, 1957: 
Corn (1957 harvest) _....-.---..---< 300,000,000 lire or $480,000. 
ee oe enone kein 100,000,000 lire or $160,000. 


taly-U.S.S.R.: 
: Tagreement signed Dec. 22, 1958: 


Hard wheat..20 2.2... .sccsccsccccssss 85,000 metric tons. 
III ss nie’. a dos dp anepyeidt wine asdaisnanipliaiaiaaial 15,000 metric tons. 
EAE NRE es RS See a 10,000 metric tons. 
ROOeNN ees e Ss cc ec RUSE 5,000 metric tons. 


Netherlands-Bulgaria: 
No new lists since agreement signed June 4, 


1947: 
ee RW ees dscdscscsessses Pro memoria (as available). 
TG 8 aan cece cdsscccescassce Do, 
oa Ma Gis alae awe es aaa ed 4,000 metric tons. 
UNOO oo da coe eS SIE ee 500 metric tons. 


Netherlands-Czechoslovakia: 
Agreement signed Feb. 1, 1958: 
Pe WOT Sciacca cadegcgagsatesceile 3,000 metric tons. 
Sn ce iadccdindwsdeecustearsesun 9,000 metric tons. 


Agreement signed Dec. 23, 1958: 

Official lists not available; no grains, 
cotton, or tobacco mentioned; none in 
previous list. 

Netherlands-Hungary: 
Latest list in agreement signed Mar. 28, 1956: 

Tobacco, unspecified amount, added to 
earlier list. 

Agreement signed Jan. 19, 1955: 


MOORS | oe eS cueidwadn dew ee 2,000 metric tons. 
MOM gS oe cc acncabteosantudened 250 metric tons. 
DER 6 cu ncicikuiasddastankegacdiu 50 metric tons. 
Male Stele Ne . sacdscacacceécce 1,000 metric tons. 


Netherlands-Poland: 
Agreement signed Dec. 22, 1958, with Bel- 
gium, see page 20. 
Netherlands-Rumania: 
Agreement signed in 1948 expired. 
Netherlands-U.8.8.R.: 
Latest agreement signed June 28, 1956: 


Wee, c wae eo  poaaneee 100,000 metric tons. 

Coarse grains (unspecified) __....=...-- Pro memoria (as available). 
Baer Chote ei Se eee 4,000 metric tons. 

TOROS occa jk ccc bance odes ke 200 metric tons. 


Norway-Bulgaria: 
Agreement signed Nov. 2, 1957: 
em oO eg sae RE OR 1,700,000 Norwegian kroner. 
Tobacco and tobacco products-_--...-.- 600,000 Norwegian kroner. 
Norway-Communist China: 
Agreement signed June 4, 1958: 
PE is ccncdscghastionnéatenia No quantity or value given. 
Norway-Czechoslovakia: 
Agreement signed Dec. 31, 1958: 
Bc cwcdcedawesenathneeaeweitiee 2,000 metric tons. 
Pe CRIED so sn iccccdndaneemoeummewan 400 metrie tons. 
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TaBLe 24.—Soviet bloc planned ewports of grains, cotton, and tobacco ag. 


in trade agreements between certain free world countries and. Soviet biog 


countries—Continued 


Norway-East Germany: 

Agreement signed Jan. 8, 1959: 

No cotton, tobacco, or grains listed. 
Norway-Hungary: 

Agreement signed approximately Nov. 26, 
1958, extends preceding agreement with an 
increase of 10 percent in the volume of the 
trade. 

Agreement signed May 13, 1955, and renewed 
through 1958: 

a tittle SACRE eta tintedn cheese 
Norway-Poland: 
Agreement signed June 3, 1958: 


Norway-Rumania: 
Agreement signed Nov. 9, 1957: 
Bread and feed grains (unspecified) - --_ 
Norway-U.8.58.R.: 
3-year agreement signed Oct. 28, 1958 
(annual quotas) : 
EE a Oe: ee ee 
I idl cia tn ihataenin keene 
Portugal-Czechoslovakia: 
Interbank agreement with lists signed Jan. 
21, 1956: 
No grains, cotton, or tobacco. 
Portugal-East Germany: 
Interbank agreement with lists signed Feb. 
16, 1956: 
No grains, cotton, or tobacco. 
Portugal-Hungary: 
Interbank agreement with lists signed Feb. 
3, 1956: 
No grains, cotton, or tobacco. 
Portugal-Poland: 
Interbank agreement with lists signed Feb. 
12, 1956: 
No grains, cotton, or tobacco. 
Sweden-Bulgaria: 
Agreement signed Mar. 12, 1955, and ex- 
tended: 


Sweden-Communist China: 
Latest agreement signed Nov. 8, 1957: 

Rice, corn, kaoliang, tobacco, and cot- 
ton waste; no quantities or values 
given. 

Sweden-Czechoslovakia: 
Agreement signed Oct. 24, 1958: 
Ne eine es aN ew ciel wikia & « wcniplaae 
Sweden-East Germany: 
Agreement reported Dec. 23, 1958, no lists 
available. 
Agreement signed Feb. 17, 1958: 
No grains, cotton, or tobacco listed. 
Sweden-Hungary: 
Latest agreement signed Dec. 27, 1955: 
eo ck a ieiw dale 
Sweden-Poland: 
Agreement signed June 6, 1958: 
etc toate Feith odds coo cago 


’ 


2,000 metric tons. 


Pro memoria (as available), 
Do. 


4,000,000 Norwegian kroner, 


75,000 metric tons. 
30,000 metric tons. 


5,000 metric tons, 
200 metric tons. 


3,000 metric tons. 


500 metric tons. 


Pro memoria (as available). 
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Taste 24.—Soviet bloc planned ewports of grains, cotton, and tobacco as listed 
in trade, agreements between certain free world countries and, Soviet bloc 


countries—Continued 


Sweden-Rumania: 
Latest agreement signed December 1955: 
Tinned éceeecneces osnrthe dine 2,500,000 Swedish kronor. 
Sweden-U.S.S.R.: : 
Agreement signed Dec. 23, 1958, no lists 


available. 
Agreement signed Dec. 21, 1957: 
WOweeeen S63. 3. sk gn ee CL. dee cea 50 metric tons. 
Ree. <b re. 6s SE de ee ee Pro memoria (as available). 


§witzerland-Bulgaria: 
Latest agreement signed Nov. 26, 1954, 
official lists not available. 
Tobacco and foodstuffs mentioned. 
Agreement of Dec. 4, 1956, listed: 
OOOO ik crn ccm «den telitenh btrettideiiiiain 300 metric tons. 
Switzerland-Czechoslovakia: 
Latest agreement signed May 12, 1952, and 
lists apparently extended: 
Bad ot ek esnns ws Sedhheeeeebe 20,000 metric tons. 
OO EELS: PETER MERE: 5. 1,000 metric tons. 
§witzerland-Hungary: 
Agreement signed Oct. 24, 1958, no data 
available. 
Agreement signed Oct. 29, 1957, no official 
lists available; no grains, cotton, or tobacco 


reported. 
Agreement signed Mar. 28, 1953: 
WRG. oe is. oc boatman 15,000 metric tons. 
ONG GOURR. 6065 5 <0 ncaa dues oes 500 metric tons. 
et te dha Pro memoria (as available). 


Switzerland-Poland: 
Latest agreement signed Sept. 15, 1951: 
Resi tai save ius bein cs\G takes has aaa aces ate a 5,000 metric tons. 
Switzerland-Rumania: 
Latest agreement signed Aug. 15, 1951: 
Rumanian export list not available but 
reported to have included cereals and 
fodder corn. 
Switzerland-U.S.S.R.: 
Latest agreement signed Mar. 17, 1948, and 
apparently extended: 


WO eS 56 ds cova niawadudeheee 100,000 metric tons, 
Die wi ack wwieuks Kan nik ndw ae 10,000 metric tons. 
Re ee SS a et ee 25,000 metric tons. 
SI cassie stock ar’ Soacoved ogabiw kde: eas en Do, 

REGS boss nu naG en cpa dwowenooie 1,000 metric tons. 


United Kingdom-Bulgaria: 
Agreement signed Sept. 28, 1956: 

“The United Kingdom market remains 
open without restriction to imports 
of many Bulgarian products, including 
for example, grains and oil-seeds, and 
the new arrangements again provide 
for the issue of import licenses for some 
£1% million of other Bulgarian goods.”’ 

United Kingdom-Czechoslovakia: 
Agreement signed Mar. 19, 1958: 

No official lists available; food products, 

unspecified, mentioned. 
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TaBLe 24.—Soviet bloc planned eaports of grains, cotton, and tobacco ag: 
in trade agreements between certain free world countries and 


countries—Continued 


United Kingdom-Hungary: 

3-year agreement of June 27, 1956: 

Lists not available; unspecified agricul- 
tural products mentioned. 

Earlier agreement included rice valued at 
£130,000. 

United Kingdom-Poland: 

3-year agreement signed Dec. 30, 1957, no 
official lists available. 

Agricultural products, including a bacon 
quota, mentioned but not otherwise 
specified. 

United Kingdom-U.5.8.R.: 

Trade agreement signed Dec. 27, 1947, is in- 
operative but not denounced; the original 
lists included unspecified amounts and 
kinds of grain. 

United Kingdom-North Korea: 

Nongovernmental trade agreement signed 
Apr. 22, 1958: 

No grains, cotton, or tobacco. 

Bahrein: 
No trade agreements with the bloc. 
Japan-Poland: 

Agreement signed Apr. 26, 1958: 

i il Saati lid idateeennnieem meaenae 

Japan-U.8.S.R.: 

Agreement signed Dec. 4, 1958; official list 

not available: 


Kuwait: 

No trade agreements with the bloc. 
Saudi Arabia: 

No trade agreements with the bloc. 
Angola: 

No trade agreements with the bloc. 
Liberia: 

No trade agreements with the bloc. 
Union of South Africa: 

No trade agreements with the bloc. 
Australia: 

No trade agreements with the bloc. 


The information above refers only to trade and/or payments agreements 
between governments or between nongovernmental trading organizations where 
the agreement operates like a governmental trade agreement. 


not been included. Furthermore, as far as is known, trade between any of the 
— of countries may be carried on outside of the trade agreements; and trade 

etween free world and bloc countries may take place without any trade 
agreement. 


Contracts have 
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The Cuatrman. I would now like now to recognize Mr. Heim- 
purger for a brief explanation of the charts and statements contained 
in this committee print. 


STATEMENT OF JOHN HEIMBURGER, GENERAL COUNSEL OF THE 
COMMITTEE ON AGRICULTURE, U.S. HOUSE OF REPRESENTA- 


TIVES 


Mr. Hermpurcer. If all of the members of this committee have 
the Committee Print in front of them I will run through it. very 
briefly to point out to you what is here so that it can be of use to you 
during the course of these hearings. 

Table 1, “U.S. agricultural exports, calendar years 1957 and 1958,” 
is self-explanatory. It merely shows all agricultural exports, both 
surplus and otherwise, for the calendar years 1957 and 1958. It is 
noteworthy only in that it shows exports were down 14 percent in 1958 
compared to 1957. 

Table 2, “U.S, agricultural exports, July—April,” is the same sort 
of a comparison but on a fiscal year basis and carries the comparison 
4 months further to April 1959, and it shows exports are down 7 
percent in the first 10 months of the 1959 fiscal year compared to the 
same period for the previous fiscal year. 

Table 3, “U.S. agricultural exports by country of destination, 
ealendar years 1957 and 1958,” is rather significant. It shows by 
countries the status of our agricultural exports, and of interest in that 
table is the fact that it shows that 70 percent of our decrease in agri- 
cultural exports has occurred in six hard currency countries into 
which the Department will not permit surplus commodities to move 
by barter. 

The CuatrMan. Will you name those countries, please ? 

Mr. Hetmpurcer. Those countries are the United Kingdom, Japan, 
West Germany, the Netherlands, I believe, Italy, and Belgium. 

Mr. Jounson. Why did you leave Canada out ? 

Mr. Hetmpurcer. Simply because it is a different kind of count 
than the European countries, I would be glad to include Canada. "y 
simply mentioned the six that added up to the 70 percent of the 
decline. 

The Cuatrman. No barter transactions are carried on in those hard 
currency countries? 

Mr. Hermeurcer. Not without a special showing of additionality 
which is difficult to make. 

Table 4, “Domestic exports; July-April 1957-58 and 1958-59,” 
merely breaks the exports down by commodities to give you an idea 
of what. each one has on 

Table 5, “U.S. agricultural exports under specified Government- 
financed programs and total agricultural exports, calendar years 1957 
and 1958,” shows the exports under specified Government programs 
and how they compare for the calendar years 1957 and 1958. 

Over on page 66, table 6, is a composite of all the title I agreements 
that have been made since the start of the program and the Shivtnatite 
that have been made under that program under each agreement. 

44273—59——7 
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Table 7 is a breakdown of the table which appeared on the previous 
page showing the commodities involved in these various individya] 


agreements and what percentage of these commodities have beg | 


shipped under the agreements. 

Table 8 is interesting because it is the only table in the publication 
which shows the other charges than for the commodity itself which 
enter into a title I agreement. 

Over on the right-hand side is the column “market value,” which 

_shows the market values of the surplus commodities in foreign euy. 
rencies. 

\*"'The next column shows the amount which was allowed for. ocean 
‘transportation. The next column is the estimated Commodity Credit 
Corporation cost including ocean transportation, so by comparing that 
column. with the market value column you can see the approximate 
amount of foreign currency we are actually receiving for the value 
of the commodities shipped overseas. : 

The CuarrMan. Does that show that the estimated cost is $5,078,500! 

Mr. Hermeurcer. It shows, Mr. Chairman, that the market value 
of the commodities that we have sold under title I, the foreign curren. 
cies which we have received for these commodities, exclusive of the 
ocean freight which is simply an outpayment, is $770,400,000 for the 
agreements entered into between July 1958 and June 1959. However, 
those commodities will be reimbursed to the Commodity Credit Cor. 


poration at the rate of $1,155,900,000 because that is the cost of the | 
commodities. That is the Commodity Credit Corporation’s invest- | 


ment in the commodities. The $770 million is what they got for them 
in foreign currencies. 

The Cuarman. That $1,155,900,000 will wash out the transactions 
at $770 million ? 

Mr. Hermpvurcer. That is correct, in foreign currencies, which will 
still be further depreciated as a table further on will show. Those are 
the sales for foreign currencies. 

The next table, No. 9, merely shows the approximate quantities of 
commodities which have been included in title 1 agreements. 

The Cuarrman. Let me go back to table 8. Does that indicate the 
total market value for the agreements through June 30, 1959, was 
$3,307 ,500,000 ? 

Mr. Hermecvrcer. That is right. That is what we have received 
in foreign currencies, or will receive when they are all delivered. 

The CuarrMan. But we had invested $5,078,500,000. 

Mr. Hermevrcrr. That is correct. Mr. O’Leary has just told me 
they get about 70 percent of the ocean freight back in foreign currency 
also, so the figure would be somewhere between the $3,307,500,000 and 
the $3,701,200,000 in the amount of foreign currency received for com- 
modities which cost the Commodity Credit Corporation $5,078,500, 
000. 

Mr. Poacr. How do you get the ocean freight back? | 

Mr. Hermeureer. I do not know the answer to that. ‘Will you save 
that question for the proper people when they get up here? 

Table 9 merely shows the commodities that have been involved in 
these various Public Law 480 agreements and table 10 is the familiar 
one of the planned uses of the foreign currencies which will be received, 
The committee has seen that table many times. 
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Table 11, which comprises several tables, was prepared by the Gen- 
eral Accounting Office and it is based on the Treasury Department’s 
monthly report of the status of Public Law 480 funds. The purpose of 
this table—and it will be discussed by the General Accounting Office 
when they appear here Thursday—is to show both how these funds 
are distribute by the Treasury, and the difference between the agreed- 
upon conversion value of the foreign currency and the going market 
price of that currency. 

If you will take the top line there for Argentina, for example, the 
fourth column shows the collection rate. That is the rate at which 
the agreement with Argentina states that we will accept pesos, and 
itis 18.9525. 

The column before that shows the market rate of pesos in December 
of 1958 at 69.70. : 

If you will go over to the far right hand column you will find the 
discounted rate applied by the General Accounting Office to the 
Treasury balance in these commodities showing how much that 
Treasury balance is worth in dollars at the current market rate con- 
trasted to the value which the Treasury has put on it at the agreement 
rate, and why the figures are exactly the same in this case I do not 
know. I picked out a poor sample. If you will go to the next 
one you will find Argentina pesos valued by the Treasury at $17 mil- 
lion as actually worth $4 million. But why the figures in the first 
column are the same, I will have to let the General Accounting Office 


| en when they get on the stand. 


hat is the purpose of this table being in here, Mr. Chairman. 

The Cuarrman. I understand that pesos in Argentina are based 
on 69.70. 

Mr. Hermpurcer. That was the market value in December 1958. 

The Cuarrman. What rate did they give us? 

Mr. Hermmpurcer, Taking the first Argentine agreement, we allowed 
them the rate of 13.9. 

The second one in the column was at the rate of 18 to the dollar. 

Mr: Poaae. It was utterly impossible for us to take 18 pesos and 
buy a dollar. 

Mr. Hermeurcer. In December it took 69.7 pesos to buy a dollar. 

The CuarrmMan. Take Brazil. You show 50.06. 

Mr. Hermpurcer. That was the exchange rate in December. The 
rate agreed up in the title I agreement is 50.06. 

The General Accounting Sflice will go into this table at any length 
you want to have them go into it. It was my intention to point out 
tothe committee what was in the table. 

Mr. McIntire. Referring to Brazil, do I understand the contract 
wasmade in 1955? Is that what that means? 

Mr. Hermevreer. That is the date of the contract; yes. 

Mr. McInrire. Perhaps I should ask this question of the General 
Accounting Office, but was the cruzeiro worth 50 at that time and has 
it been devalued since ? 

Mr. Hermrvrcer. I am sorry, but I am not prepared to answer the 
question. 

Mr. McIntire. What I am getting at is that at the time of the 
contract this was the current rate? 
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Mr. Hermpurcer. It may or may not have been. These countries 
have their currencies pegged for various pate and seldom are 
we able to make an agreement that is on the street rate. 

The Cuamman. In some instances the currency in foreign countries 
has deteriorated and that has brought about the difference ¢ 

Mr. Hermpureer. That is correct. That is true in many countries 
I think it is also true that in order to make an agreement at all oyr 
negotiators have to agree to the artificially pegged import rate of 
currency which many foreign countries do have. They have four or 
five different rates of exchange, as you well know. 

The Cuarmrman. Suppose that we leave the rest of that for the 
General Accounting Office. 

Mr. Hermevurecer. There is no particular significance in the next 
table. Table 12 simply shows all of the exports under Public Law 
480 to date, and the program under which they were exported—titles 
I and IT, meaning donations and barter. 

Table 13 shows the total of surplus distribution in the past. 

Table 14 shows the commodities which have been distributed under 
this program and table 15 shows the needy persons in the United 
States who have received commodities. 

Table 16 deals with the same subject, breaking down by commodities 
and fiscal years the amounts of food which have been donated, As 
you know, not all food is donated under title II. An amendment to 
section 416 of the Agricultural Act of 1949 was included in title TI] 
of Public Law 480 when it was enacted and therefore although do- 
mestic distribution is essentially under the Agricultural Act of 1949, 
because of this amendment—which has not been substantially 
changed—was included in Public Law 480, it is frequently referred 
to as distribution under Public Law 480. That is why both domestic 
and foreign donations are included in here. 

On page 76 we have some data relating to barter. I do not know 
that I need comment at length on these. 

Table 18 is a summary of the barter contracts that have been entered 
into under Public Law 480, showing the purpose for which the im- 
ported materials are being used; whether they have gone into the 
strategic stockpile, the supplemental stockpile, the Atomic Energy 
Commission, and that sort of thing. 

Table 19 shows the commodities which have been exported. under 
barter. 

Table 20 shows the countries into which these commodities have | 
gone. 

Table 21 shows exports by calendar years under the various gov- 
ernmental programs, including barter. 

Table 22 is of substantial significance. It shows the countries 
which benefited from our barter programs by being able to sell stra- | 
tegic and other materials to the United States. 

Table 23 is of substantial interest. It was a special table compiled | 
by the Department of Agriculture, in the first instance, at the request | 
of the chairman more than a year ago, and has been brought up to 
date since. It shows among other things the total value of the agri- 
cultural commodities given in barter, the value of the bartered mate- 
rial at the time the contract was made, and the present world value 
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of the materials. This is interesting because it is frequently said that. 
we have bartered for a lot of materials that are essentially worthless 
and that we do not need, but from a glance at. the final column it will 
be seen that the contract value of all barter materials up to the date 
of this report was $979,700,000. That is what we gave for them in 
surplus commodities, and those at present world value on the 3d of 
March, when the report was made of this year, was $1,035 million, 
somewhat more than was given for them in surplus commodities. 

The other more significant figures are the bottom two lines which 
compare the cost of storage per year of the materials which have been 
surplus given in barter of $109 million compared to the cost of storing 
those materials which have been received in barter, which is some- 
what over $4 million, and for some reason unknown to me that $4,400,- 
000 figure for the cost of storing these materials includes interest. on 
the French housing loan. Just why, I am not sure. 

The CuarrMan. It cost about $105 million less to store the strategic 
materials than it would have cost to store the commodities ? 

Mr. Hermpurcer. The commodities given in exchange; that. is 
correct. 

Beginning on page 80, table 24 appears, which is not really a table. 
It is'a list compiled by the Department of State at the committee’s 
request, some 5 months ago, of the known and recorded trade agree- 
ments between friendly and free world countries, countries friendly 
to the United States, and the Soviet bloc countries, to indicate what, 
if any, increase in Soviet free world trade there has been in the past 
9 years or so since we have begun curtailing our surplus exports 
programs, and without going into any detail I want to merely point 
out at our request because this was such a large job, the State Dapart- 
ment limited it to these commodities—grains, cotton, and tobacco. 
They did not undertake to list all the trade agreements between the 
Soviet bloc and the free world countries. The date of this table 
is as of the end of 1958, the calendar year, and it is interesting to 
notice how many of these new trade agreements between the Soviet 
bloc and the free world countries have been entered into in the last 
2 years. 

That table continues and that is the last table in the book, Mr. 
Chairman. 

The Cuarmman. Are there any questions? If not, we will call the 
witnesses that we have before us. 

Before I call the first witness, I would like to say that we are today 
starting a study of the programs which operated under Public. Law 
480 with the idea of determining just how well the programs have 
operated and how effectively they have operated. 

You will recall when the last extension of Public Law 480 was 
presented to the House, I stated at that time the programs were of 
great magnitude and had been remarkably free from criticism. I 
think at that time I had not received a single complaint from any 
source about the operation of the programs. 

If there are any complaints from any source, we want to afford an 
opportunity to every person to make his complaint or criticism and 
submit it to this committee before we report this extension. 

I think, generally speaking, it has been a very profitable program 
and I think a very effective program. My recollection is it has been 
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unanimously reported by this committee and has met with little or no 
opposition on the floor of the House. Some of us feel we must make 
this program work more effectively because, even though it has worked 
well in the past, we still are burdened with a tremendous surplus of 
commodities and they are aggravating the agricultural problem year 
after year. Everything indicates that at the end of the 1959 harveg, 
our surplus problem will be further aggravated: 

Some of us have been very disappointed in the manner in which 
the barter has operated in recent months. As pointed out by Mr, 
Heimburger, that program was for many months very successfully 
operated as indicated by the fact that the strategic materials acquired 
in barter transactions have increased substantially in value. We haye 
had a substantial savings in the cost of storage, yet for some reason, 
or reasons unknown to the committee, the barter program seems to 
have bogged down. I know that members of all parties in Congress 
are interested in ridding ourselves of these burdensome surpluses and 
at the same time they are interested in acquiring for our own economy 
needed strategic materials. 

In the last extension we authorized the President to make up a list 
of strategic materials. We did not attempt to do that ourselves, and 
I do not think we will attempt to do it now. Even though the Presi- 


dent has broad authority to make up the list, he was rather slow in ' 


making it up. Finally, the list was provided and even so the program 
is not operating now with the same volume under which it operated 
in the beginning. We want to have these hearings full, frank, and 
open to all those who are administering the program and participating 
in the program—private businessmen and those in any other capacity, 

I will call as the first witness Mr. Clarence Miller, Assistant Secre- 
tary of the Department of Agriculture. 


STATEMENT OF CLARENCE L. MILLER, ASSISTANT SECRETARY, 
U.S. DEPARTMENT OF AGRICULTURE; ACCOMPANIED BY MAX 
MYERS, ADMINISTRATOR, FOREIGN AGRICULTURAL SERVICE; 
RAY IOANES, DEPUTY ADMINISTRATOR, FOREIGN AGRICUL- 
TURAL SERVICE; PATRICK 0’LEARY, ASSISTANT ADMINISTRA- 
TOR, FOREIGN AGRICULTURAL SERVICE; AND NATHAN KOENIG, 
SPECIAL ASSISTANT TO THE ADMINISTRATOR, AGRICULTURAL 
MARKETING SERVICE 


Mr. Mitrer. Mr. Chairman and members of the committee, I am 
pleased to meet with you today to discuss operations of Public Law 480 
(the Agricultural Trade Development and Assistance Act of 1954). 

We are now in the sixth year of operations under Public Law 480. 
In the beginning, the program was sateite experimental. Both the 


Congress and the executive branch were earnestly seeking improved 
methods of using the bounty of our farms to benefit less fortunate 
people abroad. As we have gained experience, changes have been 
made in law and in administration to achieve this objective. We 
believe we now have a most useful instrument which provides for the 
movement of our farm commodities in large volume and on an effective 
basis to our friends abroad. 
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RECOMMENDATIONS FOR EXTENSION OF PUBLIC LAW 480 


Our major recommendations for continuation of Public Law 480 
"(1) Extend titles I and II for 1 years through December 31, 1960; 

(2) Increase the title I authorization by $1.5 billion and the title 
[authorization by $300 million ; and 

(3) In furtherance of the food-for-peace program, amend title I 
to permit grants of food for the establishment of national food 
reserves and amend title II to authorize greater use of commodities for 
economic development. I will discuss these recommendations in more 
detail later. 

SUMMARY OF PUBLIC LAW 480 OPERATIONS 


I would like to make it clear that the Department’s major aim is to 
maximize dollar exports of agricultural commodities. During the 
past 5 years about two-thirds of our farm product exports have been 
commercial sales outside of Government programs such as Public Law 
480. Appropriate credit, however, neble to be given to Public Law 
480. During this period the value of U.S. agricultural exports has 
increased sharply and has been maintained at a high level. And 
Public Law 480, principally title I foreign currency sales, has played 
a major role in this expansion. In the fiscal year just ended June 
30, between 25 and 30 percent of U.S.-agricultural exports moved 
under the Public Law 480 programs: foreign currency sales, emer- 
gency relief, section 416 donations and barter. 

The title I foreign currency sale program accounted for about 20 
percent of total U.S. farm product exports this past year. For certain 
commodities the program has been particularly important. For ex- 
ample, more than half the total U.S. wheat exports during the past 
fiscal year, or about 230 million bushels, moved under title I; also, 
about 750 million pounds of soybean oil and cottonseed oil, or about 
65 percent of total edible oil exports; about one-third of rice exports; 
and one-fifth of cotton shipments. 

Title I agreements signed during the fiscal year 1959 totaled $1.15 
billion at cost to the Commodity Credit Corporation. Also, programs 
valued at more than $500 million are currently being negotiated. 
Agreements signed and in negotiation, therefore, total about $1.7 bil- 
lion so that somewhat more than $500 million remains available for 
new programs from the present $214 billion authorization which ex- 
pires on December 31, 1959. 

Agreements signed during fiscal year 1959 provide for shipment of 
about 225 million bushels of wheat, 40 million bushels of feed grains, 
5.6 million bags of rice, 750,000 bales of cotton, 1.1 billion pounds of 
edible oil, 43 million pounds of tobacco, 70 million pounds of dairy 
products, and quantities of poultry, dry edible beans, and fruits and 
vegetables. Tables are attached to this statement showing title I 
programing for the fiscal year 1959 in terms of dollar amounts and 
approximate quantities of commodities, and planned uses of foreign 
currencies. 

Also attached to this statement is a table showing the market value 
of commodities programed and shipped, by individual country, from 
the beginning of the program through May 31, 1959. 
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EXTENSION OF TITLE I FOREIGN CURRENCY SALES 


I need not discuss the urgent need for us to export large amounts of 
agricultural surpluses. The sharp upturn in the Commodity Credit 
Corporation’s investment in commodities is known to all of us. The 
question before us, therefore, is the term and the amount of an extension 
of title I. 

We favor a 1-year extension of title I and an increase in authoriza- 
tion of $1.5 billion. This is the same annual rate of authorization 
which was provided by the Congress in the last extension of Public Law 
480. We believe that this amount will be sufficient to meet program 
requirements for calendar year 1960. During the last 2 fiscal yearg 
the annual programing rate has averaged approximately $1.1 billion 
at CCC cost. Therefore, the newly requested authorization would per. 
mit a substantial increase in activity. 

We wish to emphasize that title I permits the forward programing 
of commodities. For example, in 1956-57, agreements were signed 
with India and Brazil which provided for the shipment of commod- 
ities over a 3-year forward period. And, of course, under the exten- 
sion we are prepared to continue such forward programing on a 2- or 
3-year basis in those cases where there appears to be room for in- 
creased consumption in the recipient country without adverse effect 
on normal commercial trade and where it is abundantly clear that 
the surplus will continue for the life of the agreement. As I stated 
earlier, a 1-year extension would result in a termination date of De 
cember 51, 1960. If we find it necessary to request additional funds 
as a result of increased disposals within the concepts of the food for 
peace program, we will request such funds of the Congress prior to 
the end of this fiscal year. 

In his statement last week to this committee, the Secretary of Agri- 
culture pointed out some of the problems respecting efforts to increase 
exports under special Government programs. He indicated the re- 
lationship between world crop production and quantities of com- 
modities which we might program under title I and improvement in 
the foreign-exchange situation of some countries, such as Japan and 
Austria, which had been title I recipients in the past. Further, our 
best. opportunities to expand food and fiber consumption are found 
in the less-developed countries which often have limited port, trans- 
portation, and storage facilities. 

Another factor has been significant during the past year. It is the 
fact that we are getting more for our money, so to speak, from the 
title I authorization than we have in the past. As you know, title 
I agreements are negotiated in terms of export market values as the 
only precise way of controlling the amounts covered by agreements. 
Accounts are also kept in terms of program costs to CCC since the 
title I authorization is in terms of such costs. During the past year 
the gap between the export market value and the CCC cost of com- 
modities has narrowed substantially because most title I commodities 
move under the payment-in-kind program. Where CCC used to f- 
nance all of the wheat and all of the feed grains, for example, from 
CCC stocks and value each bushel at this higher cost, now the greater 
part of the shipments moves directly from commercial stocks and 
only that portion paid in kind from CCC stocks is value at CCC cost. 
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What I am saying is that we are moving more commodities with a 
¢1.5 billion authorization than we have in the past. Although in the 
strict. sense this is not a problem in expanding exports, it does bear 
on any discussion relating to the size of an additional title I author- 
ization. 

FOOD FOR PEACE AMENDMENTS 

We recommend certain amendments to Public Law 480 to expand 
the utilization of our surpluses in terms of food for peace. 

For some time we have been prepared under title I to make avail- 
able commodities, principally wheat, for national food reserves abroad. 
Under the food for peace program, we are again encouraging the 
establishment of national food reserves and we recommend authority 
to do so on a grant basis. What we have in mind is to make food 
available to underdeveloped countries without payment so long as 
the commodities are used for emergency assistance of the kind under- 
taken under title II of Public Law 480. If the commodities are sold 
for commercial use within the country then payment. would be made 
inthe regular way. We also contemplate making grants of sales pro- 
ceeds to less-developed countries so that they can build up storage 
and other distribution facilities to encourage the handling of reserves 
and the movement of greater quantities of agricultural commodities 
in the future. 

We also recommend an amendment to title II to authorize grants 
of CCC commodities to countries for use in economic development 
work projects. We believe that considerable expansion is possible 
in the use of commodities for funding work projects. In Tunisia, 
for example, U.S. wheat is being used to pay part of the wages of © 
workers on public works projects to relieve severe unemployment and 
famine conditions. About 40,000 workers have been employed to 
construct and renovate earth dams, firebreaks, cisterns, and ee and 
for other projects. Workers are paid in a combination of U.S. wheat 
and cash supplied by the Tunisian Government. 

Other recommendations are designed to make foreign currencies 
available for the purchase of materials for U.S. civil defense pur- 
poses, and for furnishing nonfood items to friendly people in emer- 
gency need. Also, authority is recommended to pay general aver- 
age claims for title Il commodities involved in loss or damage ac- 
tions against cargo shipments, 

We are striving to increase the utilization of surpluses to the maxi- 
mum extent; therefore, we do not regard the $1.5 billion additional 
authorization for title I as a limit to our disposals under the pro- 
gram. We feel, however, that this would give us sufficient room 
within which to operate through this session of the Congress. As I 
stated earlier, we will request additional authorization if it is needed. 

Our food for peace efforts have not been limited to the changes 
in legislation we recommend. We have made a number of changes 
in the administration of title I to streamline operations which are 
expected to result in greater disposals. When the Department testi- 
fied before this committee in April on the provisions of the Poage 
bill, we described what was being done to speed up the use of loan 
funds for economic development. We reported the decision to drop 
the maintenance of value provision in loan agreements with the ob- 
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. jective of expediting greatly the use of foreign currencies for ego. 
nomic development. 

The equivalent of about $1.76 billion is being loaned back to pap. 
ticipating countries for economic development purposes under 
ments signed to date. Loan agreements for virtually the entir 
amount have been signed, setting forth the general terms and ¢op. 
ditions under which the funds will be used. We indicated that the 
approval of economic development projects is now being made by 
U.S. oversea missions with review by the International Coopers. 
tion Administration being limited in general to broad guidance to 
the field. Allotments made by ICA to the field for approved proj- 
ects totaled the equivalent of nearly $1 billion as of March 31, 1959, 
Also, actual disbursements of loan money exceeded $500 million at 
that time. 

This testifies to the progress being made to expedite the use of 
foreign currency for economic development purposes. We belieye 
that considerably more progress will be made in the next year as 
new procedures become more fully operative. 

Within the concept of food for peace, other significant p 
_can be reported. A wheat utilization committee composed of repre 
sentatives of wheat-exporting countries has been established. 
committee’s purpose is to achieve greater use of wheat to raise world 
nutritional levels and assist economic development. The committee 
met last month and agreed to general guidelines for developing and 
carrying out concessional sales of wheat, such as title I, so as not 
to disturb commercial wheat trade. 

The food for peace conferences also have resulted in a change in 
the usual marketing feature of title I sales for wheat. Public Law 
480 requires title I sales to be additional to U.S. sales for dollars and 
further requires that precautions be taken against undue disturb- 
ance to the commercial trade of friendly countries. Formerly in the 
case of wheat we required a title I recipient to buy a specific quan- 
tity of wheat from the United States for dollars in addition to the 
wheat purchased with foreign currency or we specified a global usual 
marketing quantity which was to be purchased commercially from 
friendly countries, including a portion from the United States. We 
now find that in most cases it is not necessary to require a specific 
usual marketing quantity for the United States in order to safe- 
guard our commercial sales. In most future title I wheat programs, 
therefore, all friendly countries, including the United States will have 
the opportunity to supply these usual marketings. This will over- 
come strong objections of wheat exporting countries to our so-called 
tied sales. 

USES OF FOREIGN CURRENCY 


Substantial use of title I sales proceeds is an attractive part of the 
title I agreement to recipient countries. In addition to the nearly 50 
percent of the currencies being loaned back to these countries, grants 
for economic development and military assistance also benefit them 
directly. The equivalent of about $300 million is being used for mili- 
tary assistance, the bulk concentrated in a few countries important in 
mutual security operations. With the size of the title I program 
steadily increasing, there has been an enlargement in the use of grants 
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for economic development. These now total the equivalent of about 
¢930 million, much for non-self-liquidating projects to develop human 
resources and skills, including improvement and expansion of health 
and education programs. This is consistent with the recommendation 
of the committee of conference on the extension of Public Law 480 
Jast year. ' 

Qurrency uses of importance to the United States include agricul- 
tural market development, loans to private business firms, educational 
and informational programs, and the construction of housing for mili- 
tary dependents. _ , e 

We are pleased with progress made in developing trade ee 
projects in cooperation with commodity trade groups. bout $12 
million in currencies has been obligated under these projects. With 
contributions by the trade totaling almost $6 million, obligations for 
these projects total the equivalent of about $18 million. Trade fair 
and other activities not involving project agreements with trade 
groups total about the equivalent of $6 million. A funding problem 
is beginning to appear in our market development program. The 
problem is occurring in some countries because of the many competing 
uses for limited funds available for U.S. use, and in others because no 
new funds are being generated. 

These trade promotion projects are expanding agricultural outlets. 
Tobacco consumption is increasing, for erample, m France, Japan, 
and Thailand; cotton use is up in a number of countries, particularly 
France and Japan; poultry promotion is paying off in West Germany ; 
breeding livestock sales are being made in South America; and wheat 
use is being expanded in many countries. 

Department exhibits in international trade and food fairs comprise 
a particularly successful part of agricultural market development. 
We have put on 40 international exhibits in 16 countries with emphasis 
on distributing pies to millions of fair visitors. Recent exhibits 
were held in several points in Italy, Calcutta, Madrid, Poznan, and 
Lausanne. 

We believe the loan program to make foreign currencies available 
to the private sector, largely U.S. firms, under the Cooley amendment 
to section 104(e) has been extremely successful. Since the program 
started in the fiscal year 1958, the equivalent of about $225 million has 
been set aside in 22 countries for loans to private firms. In most of 
the countries in which we have negotiated such loans, the maximum 25 
conga permitted by law has been earmarked for these purposes. 
fost of the loans made have been to U.S. firms or their affiliates for 
a wide variety of projects. Some loans have been made to firms in 
participating countries for agricultural distribution or processing 
facilities for the purpose of encouraging the use of U.S. farm 
products. 

I understand the Export-Import Bank of Washington makes prog- 
ress reports from time to time to this committee on these loans. We 
believe the Bank has administered this activity well. 

Currencies are sold by the Treasury Department to agencies con- 
ducting programs overseas. These agencies use appropriated dollars 
for these purposes, such dollars being credited to the Commodity 
Credit Corporation. More than $200 million has been reimbursed to 
CCC as a result of these foreign currency sales. The Treasury Depart- 
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ment has been authorized to sell additional amounts and as these are 
sold they will continue to be credited to the CCC. 

The extension of Public Law 480 last year provided for a number 
of new eurrency uses. Although these uses are available only iy 
amounts as specified in appropriations acts, sales agreements nego. 
tiated during the past year make provision for these new currency useg, 
As you know, it takes some leadtime to set up operating procedures 
whereby new currency uses can be implemented. Requests to operate 
programs under these new uses are pending either in the Congress oy 
the Bureau of the Budget. 

The currency uses enacted last year increased total currency nseg 
to 21, compared with 8 when the law was enacted. Contrary to wide. 
spread belief, there is actually a shortage of currencies in most coun. 
tries to meet the demands of all U.S. agencies under the presently 
authorized currency uses. It creates a problem of negotiation when 
there is a large demand for U.S. use of currency because recipient 
countries will more readily agree to take the maximum quantities 
of commodities if currencies to be used for their economic develop. 
ment are maintained at a high level. Because of this, and because 
increased competition for available currencies could result in legs 
effective U.S. programs we do not believe that additional currency 
uses other than that recommended in the attached bill should be pro- 
vided at this time. Further programing may mean that additional 
uses could be considered next year. 

The request for an extension of title II for 1 year and an increase 
of $300 million in the authorization is requested to permit the Pregi- 
dent to make grants of commodities abroad for famine relief and other 
emergency purposes. As I indicated earlier, we recommend amend- 
ment of title II for greater use of commodities for economic develop- 
ment purposes. Representatives of the International Cooperation 
Administration are available today in case more specific information 
is desired concerning their activities under Public Law 480. 


» Public Law 480 agreements signed through June 30, 1959 


[Million dollars} 





rograms under title I 
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+ Less than $50,000. 


! P—Programed under sales agreements. 
? 8—Shipped under sales auresthameen 


Source: USDA, Foreign Agricultural Service, July 6, 1959. 
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A BILL To extend the Agricultural Trade Development and Assistance Act of 1954, and 
for other purposes 


Be it enasted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development and 
Assistance Act of 1954, as amended, is further amended as follows: 

(1) Title I of such act is amended— 

(a) by adding at the end thereof a new section, as follows: 

“Seo. 110. In order to facilitate the establishment of national food reserves 
jn underdeveloped countries, surplus agricultural commodities may be made 
availuble by the President on a grant basis for such reserve purposes pur- 
suant to an agreement with the recipient country requiring that payment 
shall be made when such commodities are withdrawn from the reserve: 
Provided, That no payment shall be required for any quantities of such 
commodities which are used by agreement of the President and the govern- 
ment of the recipient country for purposes provided for in section 201 of 
this act. Agreements under which commodities .are provided pursuant to 
this section shall specify whether any payment made thereunder shall be in 
foreign currency or in aollars, and the purposes authorized under section 104 
of this Act for which any such foreign currency payments may be used. In 
negotiating agreements under this section the President shall give effect 
to the requirements prescribed in section 101 for agreements entered into 
under that section.” 

(b) by inserting the words “or for grant” after the words “domestic ex- 
porters” in item (1) of subsection (a) of section 102, and by inserting the 
words “or grant” after the word “sale” in item (2) of subsection (a) of 
section 102. 

(2) Section 103(b) of such Act is amended by ‘striking out “1959” and sub- 
stituting in iieu thereof “1960” and by striking out ‘'2,250,000,000” and inserting 
in lieu thereof “3,750,000,000"’. 

(3) Section 104(b) of such Act is amended to read as follows: 

“(b) To purchase or contract to purchase strategic or other materials 
determined by the President to be needed for the national defense for a 
supplemental U.S. stockpile of such materials under ‘contracts, including 
advance payment contracts, for supply extending over periods up to ten 
years. Such strategic or other materials acquired under this subsection 
shall be placed in the above named supplemental stoekpile and shall be re- 
leased therefrom only under the provisions of section 3 of the Strategic and 
Critical Materials Stock Piling Act.” 

(4) Section 104 of such Act is amended by inserting after ‘subsection (0) ithe 
follewing new subsection : 

“(p) For assistance to meet emergency relief requirements other than 
requirements for surplus food commodities: Provided, That not more than a 
total amount equivalent to $2 million may be made available for this pur- 
pose during any fiscal year.” 

(5) Section 202 of such Act is amended by striking out ‘‘The” at the beginning 
thereof and inserting “In order to facilitate the utilization of surplus agricultural 
commodities in meeting the requirements of needy peoples, and in order to pro- 
mote economic development in underdeveloped areas in addition to that which 
can be accomplished under title I of this Act, the” 

(6) Section 203 of such Act is amended ‘by striking out “800,000,000” and 
inserting in lieu thereof “1,100,000,000,” and by inserting before the period at 
the end of the third sentence “and charges for general average contributions 
arising out of the ocean transport of commodities transferred pursuant hereto, 
may be paid from such funds”. 

(7) Sections 109 and 204 of such Act are amended by striking out “1959” 
and substituting in lieu there of “1960”. 


EXPLANATION 


The foregoing amendment would: 
(1) Extend title I of the Agricultural Trade Development and Assistance 


Act for 1 year; 
(2) Increase the amount authorized to be expended under title I of such 


act by $1,500 million ; 
(3) Make surplus agricultural commodities available under title I to under- 


developed countries for national food reserves ; 
44273—59——__8& 
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(4) Permit the purchase of survival items for U.S. civil defense purposeg; 
(5) Permit use of title I foreign currencies for nonfood emergency relief; 
(6) Extend title II of the act for 1 year; 

(7) Increase the amount authorized to be expended under title II of such 
act from $800 million to $1,100 million ; 

(8) Permit title II grants of commodities for economic development purposes ; 

(9) Permit use of title II funds to pay general average claims arising out of 
the ocean transport of commodities furnished under title II. 

Mr. Miter. We appreciate the opportunity to read the statement, 
Mr. Chairman, and we shall be happy to answer any questions relatin 
to the proposals and the operations of Public Law 480 that we have 
carried out. 

The Cuarrmman. Thank you very much, Mr: Miller. 

I note you have quite a lot to say about the food for peace program, 

The President has used that expression, “Food for Peace.” 

Mr. Mutter. Yes, sir. 

The CuatrMan. Tell us briefly just what the food for peace pro- 
gram is other than the program authorized by Public Law 480 which 
has been in operation for quite some time. 

Mr. Miuier. Mr. Chairman, we feel that the food for peace program 
as proposed by the Department of Agriculture, in response to the 
President’s original proposal, could be operated within the present 
authorization of Public Law 480 both in the period of the authoriza- 
tion and within the amount of dollar authorization. 

The CHarrman. Congress authorized such a program quite some 
time ago but this “Food for Peace” slogan seems to have just been 
started recently. 

Do you ask for any authority that you do not now have to expand 
or to operate the food for peace program ? 

Mr. Miter. There are some five amendments to the bill that I have 
mentioned. Two of them I think we might discuss as being of pri- 
mary importance in the expansion of the food for peace program. 

No. 1 is designed to authorize the programing of national food 
reserves for other friendly countries, with the provision that I men- 
tioned there, or that we could in case of sale treat it as an ordinary 
title I transaction. We feel we have not had the authorization here- 
tofore to carry on as aggressive and probably as large a food reserve 
stockpile in friendly countries as we would be able under the sug- 
gested amendments. 

The Cuarman. Just what is contemplated by that amendment that 
you have referred to? 

Mr. Mitxer. There is a need for reserves to meet emergencies in 
many countries, Mr. Chairman. A great many countries have been 
rather reluctant to accept national food reserves under title I, feeling 
that they had rather receive all of the food grains coming to the 
country in the form of regular title I purchases with no strings at- 
tached so they could use it in the feeding of their population, and in 
their economic development, and so forth. Under the amendment we 
could transfer the food grains to these recipient countries for national 
stockpile purposes without interfering with the contribution or the 
operation of the regular program under title I. 

The Cuarrman. I recall some months ago—I think it was last 
year—we had the representatives from the Foreign Agricultural 
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Service, the Military Defense Establishment, and representatives from 
the Civil Defense Administration all in this room and I asked the 
uestion of them as to what had been done to distribute this food in 
i strategic places of the world. I had in mind particularly the 
Hawaiian Islands. I asked the question because suppose, unfortu- 
nately, our rene lanes to the Hawaiian Islands were interrupted by 
submarine warfare, how could the people of the islands survive, being 
cut off from the mainland, and what food supplies had been. loca 
in that area of the world. I was very disappointed in the answers 
that we received. Apparently the military people were looking only 
after the military personnel and civilian personnel attached to the 
military, but ordinary civilians were not considered in their plans. 

The Civilian Defense Administration had no plans at all and the 
Foreign Agricultural Service said the only program they had was 
a “grandma’s pantry.” 

Do you contemplate the storing of food supplies in such places as 
the Hawaiian Islands and other places which might find themselves 
in need ? 

Mr. Mitier. Well, Mr. Chairman 

The Cuarrman. I agree with you. I think instead of having all 
this food stored here and even all the fiber stored in this.country, 
that we might very well break down this storage and store food sup- 
plies in these far-distant places where there might be a need, but 
I have not seen anyone indicating any willingness to do that. By 
doing that, you might relieve our own taxpayers of the burden of 
paying the storage costs on the commodities now stored in this country. 

I brought out a further suggestion to the effect that I thought food 
should be stored at the strategic places in the interior parts of our own 
country but, apparently, no one had given any consideration to a plan 
to break down the location or the distribution of this food. 

Now, is that what is contemplated by this amendment ? 

Mr. Mitter. We are not contemplating an amendment of setting 
up the food reserve in foreign countries and title to that food remain- 
ing in the U.S. Government. 

The Cuarrman. I do not mean that. I mean give it to them with 
the understanding that they themselves will store it and keep it and 
maintain it in order. 

Mr. Mitter. That is correct; that is precisely what we propose. 

The CHairman. I wonder if you cannot presently do that under 
the existing authority? When I discussed it before, no one told me 
that there was any authority lacking because we were at that time 
proposing just what you are now talking about, and if you have 
needed this authority it seems to me you should have requested it long 
ago. If you need it now, I am quite satisfied this committee will go 
along with it and approve it. 

Mr. Mitier. Let me say we did have authority to set up food re- 
serves under title I in foreign countries heretofore, but the countries 
were not interested, Mr. Chairman. Although we made the offers 
repeatedly to friendly countries, they did not manifest any interest 
other than inquiry. 

We felt that this amendment was needed in order to insure that 
there would be more acceptability of the idea of a national food 
reserve in friendly foreign countries. 
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The Cuamman. Under this so-called food for peace program, do 
you think that these foreign countries will now be interested in acce 
ing grants of food and providing the necessary storage and mainte. 
nance of supplies? 

Mr. Mitier. We think we have removed one of the obstacles. There 
are a great many obstacles in the establishment of a national food 
reserve by friendly foreign countries. Once food comes into an ele. 
vator or in storage in a country to be used, let us say, by friendly 
governments, they are under pressure to use that food for somethi 
else other than dire emergencies. We have provided here that it can 
be used for those other purposes if the country deems it necessary to 
do so, but if they do, then it can be immediately transferred off the: 
books as a food reserve transaction and it comes under the category of 
a title I sale. 

The Cuarrman. If it is stored there as title I food and an emerg- 
ency arose, you could put it under a grant, take it out and give it back 
to them ? 

Mr. Mirier. It really is the other way around. It is stored for 
grant purposes but if they feel it necessary for some reasons to use it 
for purposes other than a national emergency, it can be transferred 
over as a title I sale. 

It can then be sold for soft currencies. That is one vehicle which 
we think will overcome at least some of the objections that these coun- 
tries had to the establishment of a national reserve. 

The Cuatrman. Mr. Poage mentions the fact that you have to have 
an agreement under title I, but at the time of making the agreement 
you should provide for the contingency you are now talking about. 

Mr. Mituer. Yes, sir. 

Mr. Hoeven. Mr. Miller, the food-for-peace program is very im- 
portant. I introduced a resolution to implement the President’s pro- 
posal in that regard earlier in the session. 

Mr. Mixer. Yes, sir. 

Mr. Hoeven. I think it would be informative, to say the least, if 
you could give us an up-to-date report on what has been accomplished, 
with particular reference to a meeting that has already been held by 
representatives of foreign countries. I understand there is another 
meeting contemplated soon. 

What did you accomplish at the first meeting, and what do you 
expect to accomplish at the second meeting and what cin we ex 
to come out of such conferences? I wish you would give us the benefit 
of your views. 

Mr. Mitirr. Congressman Hoeven, I am going to ask Dr. Myers to 
give you a report inasmuch as he has conducted all the meetings held 
in relation to the food-for-peace program and has assumed respon- 
sibilities for its implementation as the Administrator of the Foreign 
Agricultural Service. 

Dr. Myers, I wish you would proceed. I would appreciate it. 

Dr. Myers. The overall concept of President Eisenhower's food- 
for-peace program involved a number of sincere explorations within 
our own Government and with friendly food surplus countries ‘and 
other nations as to what could be done to make our already large pro- 
grams—not only ours, but some of the other countries—more effec- 
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tive, and it involved a followup to implement. the findings of those 
explorations. . 

As you know, the President made his statement late in January. In 
the months which have passed since then these explorations, both in- 
ternal and external, have been going forward, 

The meetings to which you referred, Mr. Congressman, were a part 
of this. The friendly wheat exporting nations—the major ones such 
as Canada, Australian, Argentina, and France—and representatives of 
the Food and Agriculture Organization of the United Nations, were 
ealled together, and there was a conference in the latter part of April 
and early May. There was a conference at what we called the official 
level that was followed by the rest of the conferences and the last part 
of it was at the Cabinet or Ministry level. The other nations took 
this seriously, and the representations were serious, and there was a 
very thorough discussion of the world wheat situation, both the com- 
mercial and noncommercial aspects of it, and what could be done to 
get more food—and in this case more wheat—used in more countries. 

This group arrived at a considerably better-understanding and set up 
what was called a wheat utilization committee, meant to be an influ- 
ential, high-level committee of these nations to meet intermittently and 
to operate at high level flexibility without any formal secretarial or- 
ganization or anything of the sort. It has had one meeting here in 
Washington, June 15-17. The visible results of this, other than bet- 
ter understanding of the problem on the part of the wheat exporting 
nations, have been the development of some guidelines for the noncom- 
mercial programs to be operated in such a way as to increase total 
use and not interfere with commercial markets, ours or theirs. 

In addition, there has been a great deal of discussion of how each 
of the nations, including these countries, can expand their efforts to 
develop markets and to carry out noncommercial programs to help 
hungry people in the world. 

This is in preliminary stages and I cannot give you a report on it 
because the other nations have not completed their discussions at home; 
but it looks hopeful that they will do more, as well as going along 
with us if we do more. 

I can only refer to the fact that efforts and plans—and detailed 
plans—within the Administration are being worked on. The various 
agencies concerned are working on the actual determination of places 
and times and amounts by which we can even further increase our al- 
ready considerable effort in the use of food. This is in the planning 
stages, 

Mr. Horven. There will be other meetings, I understand. 

Dr. Myers. On the international side, the committee will meet again 
mautumn. The date has not been set. 

Mr. Hoeven. Do you contemplate at these meetings to work out 
some arrangement whereby food can actually be delivered to hungry 
people themselves instead of dealing through the heads of govern- 
ments ¢ 

Dr. Myers. I could not say that we have isolated or narrowed it 
down to that particular point. Various methods have been talked 
about. I will say that almost everything that is being talked about 
can be done within existing authorities in this country, but we have 
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not come down to that specific point, sir, if I understand your: ques. 
tion. 

Mr. Hoeven. We are all anxious to see that this food actually 
to hungry mouths. Unfortunately, we have had to deal with govern. 
ments, and in many instances food has not actually gotten to hingns 
mouths. 

I am just wondering what can be worked out to bring about the 
objective and desire of all the American people, that food actually gets 
to hungry people. 

Dr. Myers. In answer to that, sir, we have met with and expeet to 
continue to meet with representatives of the charitable organizations 
which have been carrying on work overseas. I should also say that 
on the international side informal discussions have been held with 
Washington representations of other countries on other commodities 
such as dairy products, although we have not gone into a formal con- 
ference on it. 

The Cuarrman. On July 29, I requested the Secretary to provide 
me with a list of the 20 largest exporters of cotton and grain under 
the program, and the dollar value of the exports made by each, and I 
think he has provided the information regarding cotton. He has not 
provided such information regarding gre-n. 

Will you see to it that we are provided with that information? 

Mr. Miter. Surely; we will get that for you. 

The CHamrMan. We would like to have that for the record. 

(The information requested follows :) 


List of the 20 largest exporters of cotton under Public Law 480, title I, from 
inception through Jan. 31, 1959 








Name of exporter Quantity bale Amount 
I cd abenesacconrsngnesacas 365, 569 | $59, 384. 547. 10 
ee ee Oe MER, BUR, no dnc aebimenctecccnndndscoubaduncscdes 211, 750 34, 009 005. 54 
Re ec cchecweonnys lt it cit cls en italia siete 157, 692 24. 832, 607.87 
, edddlicnbuncdedsaubchpedgencsekotuupihas he 156, 345 23, 807, 248, 06 
OE SRS eee pntinpbostddtnonsdekbe bee 124, 621 20, 322. 531.90 
Weil Bros. Cotton, Inc.-_..........-.- aod tio éteisa 86, 050 13, 634, 381, 98 
H. Kempner Cotton Co. ee ae i haan rain ate nie 77, 580 12, 134, 416.06 
Sternberg Martin & Co., Inc----.-.-- plata tirerg eet dindinn sok awh dens 77, 160 12, 133, 404. 92 
Otto Goedecke, Inc Edie dG Madd ncadetiogtn hin Nidinwta~h= os penlela aia 74, 268 11, 863, 355. 77 
A. Campdera & Co., Inc. .._-.-......---- ities ‘ wa Saks 67, 306 10, 860, 054. 60 
i. 2, See Oe EEO... AED. . . 05-40 ede sineinisieapsbiednete P 64, 102 9, 237, 002. 98 
Allenburg Cotton Co..................... pod Raleiiientntbs aici 56, 076 9, 121, 196.14 
a El, eee coamas gumgeelvorebenmsanedoest 60, 273 8, 935, 241. 73 
NT ENTE teres nanan encenspentnpee Saadeh mokghtnbanieadhe 53, 421 | 8, 608, 173. 59 
Calcot Ltd Oe. dt adiae phibdindecaseehiiueh be iendheabhnacdasq sen 51, 155 8, 508, 240, 62 
Esteve Bros. & Co., Inc_............--.-. : stkashoalbbu dette fe 56, 004 8, 361, 803. 70 
ec cnabeninctinaocunans een tdndsenarbea nie 44, 363 6, 956, 180. 16 
I el ee cmmcekh pans , 35, 833 5, 864, 722. 45 
Se Mi ee TE CIN ON elo ae wae cigaetwecancsets 31, 951 5, 149, 447. 76 
TR re i a db bdae sib hn bball end chi Lt ekbecelate 7, 928 4, 596, 192. 19 
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List of the 20 largest exporters of grain under title I, Public Law 480, from 
inception through May 81, 1959 


ee 


Name of exporter Amount 

Fp ernie eee 

RN, BIg Soi cenesacuncassanasetane « soiesarslllialhctesteadinaliae talihaetl ti ina eaicaiaimicl $358, 641, 461. 44 
a Dreyfus Corp. (Sx, tavel & Oo.) .. c.0- 223. nce Ante dtew Lb aveseeuasees 305, 317, 543. 15 
Cargill, Inc... ---------+------------------- 2 -- sng ee oneness nese ese np teen ee ge nt 264, 834, 138. 80 
Bunge Corp--.-- oeecwn eww cnsaceneccceccecceesncdboncesapeessessonnneeeneeesanes 85, 554, 307. 73 
Robin International, EO anning pn antpincs pinaawnthiie wiisedivkns Gepiadasee tian E Maen 71, 856, 545..93 
SPEIER SIO - 6 age - savin neers a do--ccaheesoeh seedeesedasaseeersis<sagehdunmmarnen 63, 507, 081. 55 
Interoceanic C ommodity ony eis Stor eae eee 43 a lateness 47, 173, 513. 06 
Balfour, Guthric & Co ; . sncousghdhhpssheusdotebeaep thee k bee 24, 343, 636. 65 


Kerr Grain Corp 





 SRRSS ESAs BP LOE PR RESS LEE LE 18, 619, 381. 37 
ae ec Export Co____- 18, 123, 351. 39 
Daiichi Bussan Kaisha, L td_. 15, 582, 433. 37 
Uhimann Elevator Co. - 11, 285, 981. 26 
C. B. Fox Co---- 10, 117, 706. 96 
Sinason-Teicher Inter- -American Grain ‘Corp 10, 037, 136. 43 
ID en nn dneh dosing o<indpaisbateuceseetub=aeehs<ipneetad enamel 5, 511, 063. 37 
Nichimen Co., Inc. ...-.....-- iesatt ae pitn bes ime paket ade cee Matet ne ae 5, 461, 898. 52 
Tidewater Grain Co ae scdritfp widgqndytopue bial sbbigh>=tnghndcieiidhebubeeleeh 5, 447, 817. 56 
NEE DEO CON, SEO. on. naccncan sad susedqunvessontbGhscquccudignencandeteoanten 5, 253, 730. 82 
Seed & Feed Corp-_......- soe OU OS. els A SERS Le ial di ae 4, 605, 174. 13 





The Cuarrman. I would like to ask a couple of questions about this 
world wheat meeting we read about in the New York Journal of Com- 
merce containing an article entitled “World Wheat Group Adopts 
Trade Agreement. ” The only nations attending the meeting ap- 
parently were Argentina, Australia, Canada, France, and the United 
States. 

That is right; is it not? 

Mr. Miuirr. That is right. 

The Cuarrman. I have somewhat of a reaction to this meeting that 
what you actually did was to create a clearinghouse through which 
all of our own transactions must first be cleared. 

In other words, quoting again from this article, one of your guide- 
lines is this: 

Nations supplying wheat to underdeveloped countries should consult with other 
wheat-exporting countries before entering into any noncommercial wheat 
transaction. 

As I interpret that, it means if we want to give food to hungry peo- 
ple in any nation we first must check with Canada, Argentina, France, 
and Australia? Is that what it means? 

Dr. Myers. Not exactly. We have sometimes—— 

The CHamman. Just what does it mean? 

Dr. Myers. We have been doing some consulting with friendly 
nations on this program where it might cause problems but they do not 
have and they would not have in any cbaubanioe: that might come 
up in such a case any power of veto or control over our actions, nor 
would we have any over theirs. 

The Cxarrman. I do not mean you would have the veto power, but 
the result would be the same. Why is it that we have $3.5 billion 
invested in wheat and there are starving people in Ceylon or Brazil 
or other places of the world? Why is it that we must go to our 
neighbors and ask their permission or approval or disapproval of our 
actions ? 
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Mr. Mriuier. We have, Mr. Chairman, generally discussed broad 
principles or outline principles under which we dispose of agricultural 
commodities with friendly nations. 

We do not at any time confer on individual sales or on projected 
country contracts with any of our friendly nations. 

The Cuarrman. You do not? 

Mr. Miuier. We do not go in and discuss individual contracts ag 
such with them. 

The CHarman. You absolutly do. Certainly you do. That js 
what is contemplated by this meeting. 

Mr. Miter. No, sir; we do not contemplate going into individual 
disposals and grants to individual countries at these meetings. We 
are setting up a generally broad outline. 

The Cuairman. But, the very first guidepost before you can do any- 
thing on the part of the United States is that you must check with 
these other wheat-exporting countries to see whether or not they have 
any complaints or objections; is that not right? 

Mr. Miter. No, sir; I do not know of any guidelines we have get 
up like that. 

The Carman. I just read it out of this very reputable paper, 
called the New York Journal of Commerce. 

Mr. Mitter. It isareputable paper, I agree. 

The Carman. I think you will find it in your own report, in- 
dicating that that was one of the guideposts. 

Is that not the very thing which has gotten us in trouble now— 
that we have consulted to many people too often and as a result 
of the way we have administered these programs Canadian wheat 
exports have increased while ours have substantially decreased? That 
is established by the record; is it not ? 

Mr. Mitier. Let me say that we, Mr. Chairman, discuss with the 
State Department on individual contracts and negotiations under 
title I of Public Law 480. 

I have from time to time, as the Associate Administrator of the 
Commodity Stabilization Service, discussed with the State Depart- 
ment the merits of individual barter contracts and emergency pro- 
posals which were made, but I have never at any time consulted with 
any individual country in negotiating any such things. 

The Cuarrman. No; I do not have reference to that. You do not 
wear striped britches and Homburgs. That is where we get. into 
trouble. 

Mr. Mituier. The State Department does not either, sir, confer on 
individual contracts as I have just outlined. 

The CHamman. Why, certainly they do. You mean to tell this 
committee that when someone promotes a transaction with some for- 
eign country involving the exportation of wheat Canada does not 
interfere and Argentina does not interfere and Australia does not 
interfere as well as France? 

Mr. Muiuer. On title I we confer with them on usual marketings 
that these countries might have. 

The Cuarrman. That is right, and they come to the State Depart- 
ment and say to USDA, “You cannot export this wheat into this 
country because that is our market. That is staked out for us.” 
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Therefore, the State Department causes your Department to with- 
draw and abandon the project. 

Mr. Miter. Let me say on these title I sales, Mr, Chairman, we do 
exercise care not to disrupt usual marketings of both ourselves and 
our friendly foreign countries. 

The CHAIRMAN. But, you do not think Congress ever contemplated 
that our officials should confer with other officials of other countries 
about particular transactions before they are consummated ? 

Mr. Mrtter. Mr. Chairman, I am sorry that you have gotten the 
impression from a newspaper article—— 

The CuatRMAN. I am not talking about a newspaper article now. 
I am talking about what has happened down there for all of these 

ast months—that the State Department has vetoed agreements 
which your Department has approved. 

Mr. Mutter. Which we have proposed; yes, sir. 

The Cuarrman. And the State Department turns down the agree- 
ments that you propose because they are prompted to do so by the 
officials of other exporting countries ? 

Mr. Mitier. Mr. Chairman, I am not in a position to answer for 
the State Department, but the State Department cannot go to every 
individual country and get their permission for a projected sale. 

The Crarrman. I do not think they should go to any of them. 

Mr. Miter. I do not say they should not, but I do not think they 
do. 

The CratrMan. I am fearful about this five-country committee. 
What are other exporting countries going to think when five big 
exporting countries control the situation ? 

Mr. Mitier. There are no others besides those. They are the wheat 
exporting countries. 

The CHAIRMAN. There are none except these five ? 

Mr. Mitier. You have Turkey occasionally, but France is not going 
to be an exporter this year. We will continue to consider her, but 
she is not going to exnort wheat this year. 

The Cuarrman. These are all of the exporting countries of wheat ? 

Mr. Miuirr. They are the principal exporting countries of wheat 
in the world for all practical purposes. 

The CHatrman. We must clear all of our transactions and even 
donations ? 

Mr. Mriurr. No, sir; it is not our intent to clear verbatim with 
these countries. We will set up genral broad principles of outline 
and talk about operational policies with them because we have in- 
vited them to be a part of a food-for-peace program. They are 
going to participate, too, Mr. Chairman. 

The CratrmMan. Well, to what extent has Canada donated wheat ? 

Mr. Miuier. Canada has for years had a national stockpile offer 
outstanding to foreign countries. She sells on long-term credits- 

The Crarrman. I asked you to what extent has Canada donated 
wheat to hungry peonle. 

Mr. Miturr. Well, she is a participant in the Colombo plan. 1 
cannot tell you to what extent in terms of bushels that she has con- 
tributed, but she has contributed. 

The CHarrman. How about Argentina? 
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Mr. Miter. I am not familiar with Argentina, but Australia has 
done so under the Colombo plan. 

The Cuarrman. Will you outline for the committee, step by step, 
the development of a Public Law 480, title I contract ? 

Mr. Miter. Yes, sir; we will. I would like for Mr. O’Leary to 
do that inasmuch as he handles the mechanics of it. 

Mr. Jonnson. You ar setting guidelines, but how long will it 
be before the actual food-for-peace program starts moving? That 
is what I would like to know. It seems you are setting up guidelines 
and getting things ready, but when are we going to start ? 

Mr. Miuter. We have been operating under grants and economic 
development all along, as the chairman pointed out, and we expect 
to expand it and we are expanding it at the present time. 

Mr. Jounson. When will this expansion start ? 

Mr. Mitter. Immediately, sir. 

Mr. Jonnson. But, you are going to have another conference next 
fall? 

Mr. Miuuer. Yes, sir. 

Mr. Jounson. Will there be another one next spring ? 

Mr. Mitter. We are ready tostart. 

Mr. Jounson. You are ready to start when you have this conference 
coming up in the fall ? 

Mr. Mitter. Yes, sir. 

Mr. Jonnson. In what month do you suppose it will start moving 
more rapidly ? 

Mr. Miter. It already is a big thing. We are not going to start 
out at a given date and say we are operating a food-for-peace program 
beginning the first day of such-and-such a month. 

Mr. JoHnson. But it has been over 6 months, and those people are 
starving to death before the food gets to them. 

Mr. Mirxrer. You do not start a program of the magnitude we are 
talking about in much less time than that. 

Mr. Jonnson. You cannot give me any date? 

Mr. Miter. No, sir; I would not attempt to say this is the time we 
are going to start. I will say we have already started and this isa 
gradual increase that we are going to put into effect. 

Mr. Jonnson. Thank you, Mr. Chairman. 

The Cuarrman. I believe Mr. Gathings had a question. 

Mr. Garuineos. Along that line, at this time are you negotiating 
with Indonesia to sell rice under Public Law 480, title I, and as I un- 
derstand it, the State Department says “Yes; we can move some rice 
to Indonesia and they want it, but at the same time Burma and Thai- 
land must also move an equal amount of rice to Indonesia before that 
transaction can be consummated.” Is that right? 

Mr. Minter. I do not know exactly the terms on it, but I believe 
Mr. Ioanes can give you the details. 

Mr. Toanes. Mr. Gathings, as you know, we came before your com- 
mittee some time ago, and talked about the need to protect the market- 
ings of some of our friends, in this case Burma and Thailand. It is 
true that in that negotiation we are asking that country to give us an 
assurance of a commercial purchase from Burma and Thailand for 
the period of time involved. 
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Mr. GaTuinGs. I understood that. Is that a joint or mutual under- 
standing between the Department of Agriculture and the State De- 

artment ? 

Mr. Ioanes. Yes, sir. 

Mr. Garuines. And they have arrived at that decision ? 

Mr. Ioanes. Yes, sir; it is 

Mr. Garurnes. It was not the purpose of the passage of Public 
Law 480 in the first place to look into usual marketings. 

Mr. Ioanes. Yes, sir; it is in the law, sir. 

Dr. Myers. It is in the law. 

Mr. Ioanes. Section 101(a) provides that the President shall take 
reasonable precautions to safeguard usual marketings of the United 
States and to assure that the sales from this act will not unduly disrupt 
world prices of agricultural commodities or normal patterns of com- 
mercial trade with friendly countries. 

The CuHarrman. That is when you are dealing with a commercial 
transaction. Certainly, we did not contemplate you would be doing 
anything when you donated the food to hungry people. 

Mr. Ioanes. Mr. Secretary, could I explain this? 

Mr. Mitter. Surely. 

The Cuarrman. I understand it is to protect the normal pattern of 
other countries. 

Mr. Ioanrs. But, Mr. Chairman 

The Cuatrman. It does not say anything about gifts. It is sales. 

Mr. Ioanes. That is what Mr. Gathings is talking about. 

The Cuarman. I[ understand that, but I am talking about a gift 
ora donation. 

Mr. Ioanes. I was trying to answer Mr. Gathings and he was talk- 
ing about a sale under title I and I think that this committee inserted 
that provision in the law, and I think that your report on it probably 
contained it. 

The Cuatrman. I know that that was in the law 

Mr. Ioanrs. This committee had discussions on this matter. I think 
it originated in this committee. 

The Cuarrman. I think it originated here in this committee, but 
do you apply that same caution when you donate food to hungry 
people ? 

Mr. Ioanes. No, sir; I wanted to move from that and clarify this 
point: This provision applies to title I of the statute and it is true in 
the case of rice moving to the Far East that we do attempt, in coopera- 
tion with the State Department, to protect the established commercial 
trade of other friendly countries as a condition to the title I sale and 
if we have established commercial trade, we of course try to protect 
that also. 

With respect to title II grants or title III grants this provision is 
not applicable. 

The Cuarrman. All right; go ahead and give us the details of just 
how a Public Law 480 transaction originates and the details step by 
step in the development of a contract. 

Mr. Miniter. This is title I you are asking for, Mr. Chairman. 

The CuarrmMan. Yes, sir. 

Mr. Mitter. Mr. O'Leary, will you proceed ? 
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Mr. O’Lxary. The title I foreign currency transaction usually wil] 
originate with a request. from the foreign country being submitted to 
our Embassy in the capitol of the foreign country. This is forwarded. 
to the State Department and then to the Department of Agriculture. 
We analyze it as regards the commodities involved, as regards the total 
size of the program, and as regards possible uses to which the cur. 
rencies generated by such a sale might be put. We come up with a 
program proposal in the Department of Agriculture which specifies 
the quantity of commodities which we think can be introduced into'the 
economy of that country through a foreign currency sale without dis- 
rupting the commercial marketings which the country additionally 
makes both from this country and from other countries. 

We, through consultation with other agencies of the Government 
who operate programs abroad and, therefore, would be using cur- 
rencies, aay approximately how much of the currency will be 
needed for U.S. agency programs and how much of the currency 
should be ciate as loans to the country, as loans through the Eximban 
to private business and the other uses involved under section 104 of 
the act. This proposal is then presented to an interagency committee 
on which all interested agencies are represented. Any differences of 
views are ironed out in ‘that committee until we come up with an 
agreed request which is transmitted to the field for negotiation by 
a team headed by the Ambassador’s designee and on which the Ager 
culture attaché, the chief of mission of the ICA and other appropriate 
officials at the Embassy act as part of the negotiating team. 

In connection with the development of such a program, in an 
analysis of the trade of the country, of the crop conditions in the 
country, of their tranditional other sources of supplies and crop ¢con- 
ditions and availabilities of the commodities in these other countries 
which are traditional suppliers, we fix not only the quantity which 
we think is justified for movement under title I program, but also 
that quantity which, in order to justify a title I program and assure 
that the title I goods are additional to what would otherwise be 
coming into the country, the country should agree to buy com- 
mercially 

With respect to the guideline that you referred to which was quoted, 
or practically quoted, in the New York Times, I would like to read that 
to you. It says that the supplying country should give other friendly 
exporting countries having an interest in the possible effects of a 
concessional sale of wheat reasonable opportunity for consultation and 
presentation of views before entering into an agreement. 

This relates to the matter of protecting the usual marketings, the 
normal patterns of trade, of commercial marketings and purchases 
of that country. 

The consultations are carried out pursuant to that provision of law 
which is known as the Reuss amendment. 

I do wish to make this point, however ; 

These guidelines were built up in connection with concessional sales 
of wheat. They apply to wheat, they apply to concessional sales only 
and in the case of the United States, this means the title I, Public Law 
480 program. 

It does not mean movement under section 402 of the Mutual Security 
Act. It does not mean barter or donations through voluntary agen- 
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cies under title III and it does not mean grants of commodities under 
title II. 

These programs are operated in such a way as to not interfere 
with the usual marketings, and not donations. It is perfectly clear 
because the goods are consumed by needy people. 

Title I sales being concessional sales for foreign currencies, as 
goon as those goods reach the importing country, they go right into 
commercial channels and are sold and paid for in the same way that 
commercial imports are sold and paid for. 

It is a vehicle with which you could very easily disrupt not only 
our own normal sales but those of everybody else if this safeguard 
were not adhered to. 

Within this limited context of this consultation on foreign cur- 
rency sales we do not consult about the details of a program. The 
particular angle of the consultation which the State Department 
carries out is whether a program of this magnitude and the usual 
marketing requirements of the magnitude that we are proposing is 
sufficient to protect the norma] pattern of commercial trade. These 
consultations sometimes are very brief since the title I program is not 
too large, and the usual marketing quantity is sufficiently large to 
give all traditional suppliers a chance to compete for that business. 

In some instances where the country is at.a low point in its foreign 
exchange holdings and. in its internal budgetary situation we may 
have felt that in order to have a successful negotiation of an agree- 
ment the usual marketing quantity would have to be small because 
the country is not in a position to buy what you would think they 
would traditionally buy if you looked at their 5-year history. In 
these circumstances there are some other supplying countries and we 
consult with those countries which are traditional suppliers and those 
which have an interest in that market are the ones that are consulted. 
In some cases occasionally they do not think that the amount we are 
asking them to agree to as a commercial marketing figure is sufficiently 
large. In these cases we may have to consult on two or three different 
occasions before we reach a meeting of the minds as to the figure 
which will protect the general commercial trade, including ours as 
well as the other countries. This has not been a substantially delay- 
ing factor in carrying out the program, however. 

The Cuarrman. If you carry that too far you put yourself at the 
merey of our competitors; do you not ? 

Mr. Murr. I think that is the determining factor, Mr. Chairman, 
as to whether you allow a country to exercise a veto privilege over any 
proposal or whether it is on a consulting basis. 

r. O'Leary. We give no country the right to exercise a veto. 

The CuHarrman. Have you exported to any country over the veto 
of some of our competitors ? 

Mr. O'Leary. Yes, sir; we have. We have proposed certain pro- 
grams in connection with which we have proposed a given level, say, 
X, of commercial marketings, where we would require that country 
to agree to a certain amount and we would require them to purchase 
commercially from friendly world sources, and in some instances in- 
terested third-country suppliers have felt that this was not a sufficient 
amount, and we have taken their views into consideration and then 
have said “We are sorry. We believe this is fair,” and we have gone 
ahead and negotiated our agreement. 
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The Cuarrman. After you have negotiated and consummated your 
agreement with the other country, tell us just how the program is then 
carried on from that point, and Just what part the American business. 
man plays in this transaction ¢ 

Mr. O’Leary. Once the agreement is signed the function of the 
U.S. Government is a watchdog function. The mechanism which we 
use is the mechanism which was established in the early days of the 
Marshall plan of having these things handled seme commercial 
channels and through commercial banking and international selling 
practices. We simply make available in banking channels funds to 
finance the sales made by private U.S. exporters to buyers in other 
countries. 

In effect, the U.S. Government acts as the exchange authority. We 
supply the dollars which are channeled through the banking system 
and paid through letters of credit to U.S. exporters and we take back 
local currency from the other country which has been paid in by the 
importer into the banking system in the other country. This is paid 
to the credit of the U.S. Treasury in the other country. 

In effect, we have facilitated the sale for local currencies by making 
dollars available in exchange for local currencies. The U.S. exporter 
gets the dollars and the U.S. Treasury gets the local currency. 

Mr. Poace. You pointed out that the U.S. Government was a kind 
of a watchdog. What assurance does the Commodity Credit Co 
ration have that the quantity and quality of commodities which are 
actually delivered are what they are represented to be? I know with 
reference to grain you make an inspection at shipside as it goes out, 
but what do you do when the grain is delivered? How do you know 
that we are actually delivering the kind of commodities that we 
commit ourselves to deliver to these countries ¢ 

Mr. O’Leary. When wheat is exported under this program, as on 
any export shipment of wheat, it is inspected and an official U.S. grain 
inspection certificate is issued and this inspection certificate describes 
the grade and quality of the grain. The inspection is made at the 
time the grain is loaded into the ship. We obtain from our agricul- 
tural attachés unloading reports of those ships and if there are any 
complaints regarding quality or grade these complaints are looked 
into promptly. 

Mr. Poace. I have in mind that there should be an arrangement 
working the other way. For instance, all cotton which you sell is sold 
by grade. It has already been graded by the Commodity Credit Cor- 
poration. 

I know for a time we had a lot of trouble about our failure to live 
up to the grades. But, now, when it goes out and it is delivered, what 
device do you have to protect the CCC from the private trader who 
delivers that cotton after taking it out as Strict Low and selling it as 
Middling ? 

Mr. O’Leary. Mr. Congressman, I do not purport to be an expert on 
cotton, but it is a unique commodity in this regard: My understanding 
from speaking with people who do know cotton is that the existing 
standards for graded cotton relate to grade only, and as time has 
progressed, the users of cotton look to other things than grade, other 

things which are not covered by a grade certificate. It is my under- 
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standing that in commercial sales of cotton it is sold not on grade but 
it is sold on the exporter type. He describes his cotton.as being a 
certain type and the buyer knows what that is. 

The price is not based so much on grade as on what this man says 
his cotton is. This is the way it works commercially. _ 

When we instituted the title I program, the question came up of 
whether we should require a base or price analysis on the form A 
certificate which shows the grade according to the U.S. standards for 
cotton, and I believe this is also the international standard for cotton. 
After prolonged consideration and many meetings on this subject it 
was determined that since the law specified that sales under the pro- 

am should be through regular trade channels and in accordance 
with regular commercial practices, we would not require the form A 
certificate to be used as a basis for analyzing the price. We permitted 
sales to be made just as commercial sales of cotton are made. We per- 
mitted them to be made on the seller’s type representation as to what 
this particular cotton was. 

Mr. Poace. What you actually do is to sell to this cotton exporter 
and he takes it on a catalog grade and gets it in New Orleans or gets 
it at Galveston or Charleston. Do I understand that so far as you are 
concerned it does not make any difference as to what that grade later 
develops to be ¢ 

Mr. O’Leary. Actually cotton is under the p.i.k. program—pay- 
ment in kind. So the bulk of the cotton that would move would come 
from the commercial channels with the buyer receiving a subsidy pay- 
ment from CCC. But, to get back to the point of how we assure 
that the goods delivered are of the quality represented by the price 
charged, as you know, in the international cotton markets of the world 
provision is made in which this country cooperates for arbitration. 

Mr. Poage. I know about that. 

Mr. O’Leary. There are arbitration boards. 

Mr. Poacre. But suppose no one complains and no one asks for any 
arbitration if they take the cotton out as Low Middling, and sell it as 
Strict Good. Nobody could complain. 

Mr. O’Leary. The buyer would certainly ask for an arbitration. 

Mr. Poace. Nobody could complain about that. 

Mr. O’Leary. The buyer will ask for arbitration if he feels the 
cotton he received is not worth the money he contracted to pay for it. 

Mr. Poace. Nobody would ask for arbitration and you are the only 
one that has lost. 

Mr. O’Leary. The buyer is going to lose if he does not get cotton of 
the quality he is paying for. 

Mr. Poace. if he gets cotton of higher quality than you sold, he 
would not complain. 

That is what I am getting at. I do not know that it is happening, 
but I want to have your assurance that it does not happen. 

If I understand you correctly, you said that the cotton is going to 
move into one of these trades and I come in and make this trade, or 
you have made the trade, and then I come in and get 10,000 bales of 
cotton out of the CCC stocks. 

Mr. O'Leary. You are a U.S. exporter? 

Mr. Poace. Yes, sir; I am an exporter and I am going to sell it 
under Public Law 480 agreements with Italy, for instance. 
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The CCC provides me with the cotton. 


Mr. O’Lxary. You buy the cotton and pay for it, sir. You pay | 


CCC for the cotton. 

Mr. Poace. Asa matter of fact, I do not pay for it, as I understand 
it. If I understood your explanation, I do not pay for it because you 
furnish the money to buy it with. 

Mr. O'Leary. No, sir; let me go over that once more. 

Mr. Poacs. I did not understand you, then. 

Mr. O’Leary. Assume that the cotton is purchased from the Com- 
modity Credit Corporation. At the present time most of the cotton 
moving goes right out of the commercial stocks. A man buys his 
cotton wherever he can buy it and makes the export sale and ships the 
cotton and collects subsidy from another in the form of cotton. 

Mr. Poaer, That subsidy is the apes ordinary commercial gub- 
sidy that you are paying on.every bale of cotton which leaves the 
United States. That isa subsidy. 

Mr. O’Leary. Yes; but paid in the form of cotton. 


Mr. Poace. But I am talking about, for instance, you have made | 
a trade with Italy to buy 200,000 bales of cotton. I understood you | 


to say that at the time CCC shipped the 200,000 bales of cotton you 
let me as a buyer or as a cotton trader ship 10,000 bales of cotton as 
a part of that, and the man in Milan pays me in lire, and you pay me 
in American dollars. 

Mr. O’Leary. No; he does not pay you, sir. Here is the way it 
works: 

We have an agreement with Italy calling for 100,000 bales of cot- 
ton, We say we will finance it and Italy says we will buy it and pay 


for it in our own currency. You are an exporter. You have two bales | 


of cotton. You get a third bale of cotton by way of subsidy from 
CCC on a previous sale you have made. 

Mr. Poace. That does not have anything to do with Public Law 480, 

Mr. O’Leary. We will leave that out. You have cotton that did 
not come from CCC stocks. You bought it in the open market but 
make a sale to an Italian importer at the world market price, and he 
opens up a letter of credit in your favor at a New York bank. When 
you make your shipment, you present your export bill of lading and 
go to the New York bank and the bank pays you in dollars. 

It notifies the foreign bank that it has made this payment on your 
account. The foreign bank having collected that amount in lire bon 
the importer—the man to whom you made the sale—turns that lire 
over to the U.S. Treasury. You do not ever see any lire at all. You 
get your payment just as on a regular commercial sale except the bank 
which pays you the dollars does not get reimbursed by the foreign 
bank in dollars. 

The Cuarmman. Did you not say that the Commodity Credit Cor- 
poration would furnish the money to the American exporter ? 

Mr. O'Leary. No, sir. 

The Cratrman. Well, you would give him a letter of credit? 

Mr. O’Leary. No, sir. That letter of credit is opened up by a 
foreign bank. 

The Cuarrman. Who puts the dollars into the transaction ? 

Mr. O'Leary. The Commodity Credit Corporation does at the time 
that the letter of credit has been opened by the foreign bank for its 
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customer, and then confirmed by a U.S. bank in the United States for 
the benefit of the exporter. 

Mr. Poace. And you do finance it in dollars? 

Mr. O’Leary. Yes; certainly we do. When the U.S. exporter ships 
his cotton, he collects dollars from the U.S. bank. The bank turns 
the documentation over to CCC and is paid back in dollars and the 
U.S. Government gets the foreign currency equivalent from the for- 
eign bank. 

Mr. Poace. When most of our cotton goes into the market this cot- 
ton has to come out of CCC stocks. It cannot come from anywhere 
else because there is not enough “free” cotton to take care of it. 

Mr. O'Leary. If it comes out of CCC stocks, the exporter has ob- 
tained it from them either as a subsidy payment on cotton he has 
previously shipped and he owns it and it is his cotton to sell and it 
has been paid for because he has earned that as a subsidy payment. 

Mr. Poaae. Let us forget the subsidy, because that is a small part 
of it, and it relates to every bale of cotton and under Public Law 480 
or a straight commercial transaction the payment is the same. 

Mr. O'Leary. That is right, but that is one way he can 

Mr. Poacr. Let us not use that subsidy deal because we understand 
that every bale of cotton carries a subsidy. 

Mr. O'Leary. That is one way he can get cotton out of CCC and 
the other way is to buy it from them and pay them for it, and he then 
owns the cotton and he can ship it and export it, but he has paid CCC 
in dollars. 

Mr. Poace. Do you make an effort to check the grade after he has 
bought that cotton from the CCC—I know you have paid the subsidy 
and he gets more than 10,000 bales—— 

Mr. O'Leary. But he has paid dollars for it. 

Mr. Poacer. And he pays for it right here at home ? 

Mr. O’Leary. Yes, sir. 

Mr. Poacer. He bought it at the CCC grade. What 1 was trying to 
get at is do you now consider this grade final and that it is the end of 
the transaction? Does the buyer take it as is, and if the cotton does 
not live up to what it is cataloged then he loses if it is overgraded 
and makes money if it is undergraded ? 

Mr. O’Leary. There was a reclassification program 

Mr. Poace. I know there was, but I understand there is not any 
longer. 

Mr. O’Leary. You would have to get that information from the 
CCC people. 

Mr. Poace. That is what I have been trying to get at. 

Mr. O’Leary. Yes, sir. 

The Cuarrman. Off the record. 

(Discussion off the record.) 

On page 9 you talk about currency uses of importance to the United 
States including agricultural market development, loans to private 
business firms, educational and informational programs, and the con- 
struction of housing for military dependents. 

Under that authority that you have could you loan money generated 
by one of these transactions back to the recipient country to be used 
by that country for internal improvements such as low-cost housing 
or public housing ? 

44273—59 9 














122 EXTENSION OF PUBLIC LAW 480 


Mr. Miter. Yes, sir; we do do it. 

The Cuarrman. I thought so, but I wanted to clear up that one 
point. 

Mr. Poacr. Mr. Miller, you and I have discussed this in the past, 
but I want to ask a little more about this recommendation to extend 
titles I and II for only one year. 

Why, in the first plac e, do you want to extend the program for only 
1 year? Why would you not prefer to have a longer extension when 
you expect to have this carried on for a period of 5 or 10 years 
hence? 

Mr. Mixer. Let us say we are talking in terms of $1.5 billion, | 
think whenever that amount of money is involved it is pretty wise to 
reevaluate your position every year with respect to it. You might 
find you need more money the ensuing year and you might find you 
may need less. I think whenever you are talking in terms of $1.5 bil- 
lion you should reevaluate your position every year. 

I stated in the proposal that we felt we could adequately program 
our commodities within a 1-year period and within the concept of 
$1.5 billion, but that if at any time we found that we could program, 
or we could or would want to program more than $1.5 billion, we 
would not hesitate to come in and ask the committee for a further ex- 
tension and more money. 

Mr. Poace. I understand the normal way is, of course, to authorize 
the appropriation of a certain amount of money each year and let 
the Appropriations Committee decide whether it wants to appropri- 
ate more or less. 

Mr. Mitxer. We think we can evaluate the situation better on a year- 
to-year basis, and at the present time we think $1.5 billion is sufficient 
to meet the requirements of our program as we foresee it. 

Mr. Poace. I am not as much concerned really about the period of 
the extension of the act as I am about the period of the use of this 
money and the programing of it. 

I believe you later suggested that you might make an agreement for 
3 years while your authorization would last for only 1 year. In other 
words, you would extend the bill for 1 year but would make con- 
tracts which would last for 3 years. 

Mr. Mituer. Yes, sir. 

Mr. Poacr. There is nothing in the present law limiting you to 3 
years; is there? 

Mr. Mitter. Sir? 

Mr. Poacr. There is nothing in the present law that limits you to3 
years? 

Mr. Mitter. No, sir. 

Mr. Poace. And there would be nothing limiting you to 3 years in 
this bill if we renewed it with the amendments you propose ? 

Mr. Mitter. No, sir. 

Mr. Poacr. In other words, you could make a 30-year contract if 
you wanted to? 

Mr. Miter. I suppose legally we could. 

Mr. Poacr. But you are telling us that you would limit yourself 
to 5-year contracts? 

Mr. Mitter. That is our proposal. 

The Cuarrman. Let me interrupt for 1 minute. 
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Why would you insist upon limiting it to 3 years if you put into the 
contract a provision which made our compliance with the long-term 
contract contingent upon the surplus existing ¢ You have, on page 4, 
something to indicate this— 


on normal commercial trade and where it is abundantly clear that the surplus 
will continue for the life of the agreement. 


What Mr. Poage is talking about seems to me to be perfectly reason- 
able and warranted if you put in that provision which makes the con- 
tract contingent upon the surplus continuing for the life of the agree- 
ment. 

You know we are going to have a surplus of wheat for a long time, 
and if you could make a 10-year agreement with this contingency taken 
care of, it seems to me you would accomplish what he has in mind and 
the ultimate objective of the act, to wit, dispose of the surplus. 

Mr. Mitter. Mr. Chairman, one of the main objectives, in addition 
to the disposal of agricultural commodities, is to further the economic 
development and well-being of the friendly countries. 

The CuatrMan. That is the very thing that Mr. Poage has in mind. 

Mr. Mitier. We have had two very good examples of success, not 
attributable to Public Law 480, but to the general industry of the 
people concerned, and other factors; namely, West Germany and 
Japan. 

Japan was eligible under title I up until about 2 years ago. Her 
internal economy has so improved she is no longer eligible for a title I 
program. We do not know at what point any of these countries may 
become ineligible because of their ability. That is the objective of 
many of our programs. We hope that we can get them all in that 

osition, but we do not know at what point any country may become 
ineligible. 

Mr. Poacr. You say “ineligible.” There is nothing in the law about 
making them ineligible. 

Mr. Mitier. We generally set up standards. 

Mr. Poace, You set up standards? I understand the Department 
has decided that. it will not. make the title I sales to Japan and Ger- 
many, but there is nothing in the law that prohibits you from making 
title I sales to Germany at the present time. 

Mr. Mitirr. That is right, but we do not feel it is necessary 

Mr. Poace. I am not arguing it is, but when you use the term 
“ineligible” there is nothing in the law making them ineligible. 

Mr. Mitter. I am talking about ineligible by our standards. 

Mr. Poacr. That is right. You simply mean that you have decided 
it is not desirable to make these sales to Germany and Japan and they 
are eligible as far as the law is concerned. There is not a thing that 
makes them ineligible. 

Mr. Mitirr. It is just that we do not want to get over into—— 

Mr. Poace. I am not talking about the wisdom of your decision. I 
am trying to get this clear here. I think the impression you were 
giving us was you could not make a sale to Germany and Japan, but 
you can. They are eligible. You have simply decided it is not 
desirable to make sales to them and maybe that is right. I am not. 


arguing that point. I want it clear here that they are eligible. 
Mr. Mintzer. You are right. 
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Mr. Poacs. If you want to make dollar sales to them there is not 
a thing in the law to keep you from making dollar sales to them. 

If you want to commit yourself to make dollar sales for a longer 
period of time, do you have present authority ? 

Mr. Miter. I think that we have under the Commodity Credit 
Corporation charter act the authority to make long-term loans, longer 
than we are making them now. 

Mr. Poace. And at any interest rate you want to charge them? 

Mr. Miuter. I would say within reason; yes. 

Mr. Poage. I think that is the law presently. 

The proposal, however, that I have pending before the committee 
relates to this, as you know, and it would specifically spell out that 
you have the authority to make commitments for supplies for as lo 
as 10 years at a time. You could commit yourselves that you abo | 
deliver so much wheat for each year for 10 years, or 5 years, or 8 years, 
and that you could accept payment in dollars over as much as 40 years 
after the expiration of the deliveries, and you could set the interest 
rate as low as 214 percent. Those things are spelled out, not because 
we feel the law does not give you the authority at the present time, 
but because we want to make it perfectly clear that Congress is recog- 
nizing that the Department has this authority and you will not have 
any questions about your authority and if you feel it is good busi- 
ness, well, you will go ahead and do it. It does not attempt to tell 
you you have to make a loan to anybody. It does not attempt to tell 
you that you have to enter into a contract for 9 years or 10 years, or 
any other period, but you would have that authority. 

Now, why do you feel that it would be unwise to have that authority? 

Mr. Mrter. Inasmuch as Dr. Myers testified before, I would like 
for him to have an opportunity to tell you what his position was at 
that time. He gave extensive testimony, I believe, about 30 days ago 
on the proposal. 

Mr. Poace. Since that time the Secretary of Agriculture has given 
testimony here and he told us last Thursday that he was going to dis- 
cuss this and give it serious consideration, as to whether or not we 
ought to extend this period of time. I suppose that Dr. Myers is here 
to tell us what the Secretary has finally decided. 

Mr. Mixter. I do not know that the Secretary has talked to us. 

Mr. Poace. I am talking about the testimony that the Secretary 
gave. The Secretary indicated that he at least was going to give 
another study to this thing. I do not mean that he made us any 
promise that he would approve this. It was due to have another 
review before you came up here today. 

The Cuarrman. He certainly did not indicate any opposition to it. 

Mr. Poace. The chairman certainly asked him. I asked him to 
give us an opinion himself and he said that he would rather not give 
it to us Thursday. The chairman said that it would be all right for 
you to give it when you came up here this time, so I hope that you 
are in a position to give that. 

Mr. Mitier. Let us hear from Dr. Myers. 

Mr. Myers. There has been no opportunity to discuss this yet. 
We certainly shall and before the end of the hearings that your com- 
mittee is holding. I would like to point out one or two operating 


problems. 
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Mr. Poace. Do you not think it would be advisable before Dr. 
Myers gets out here and again puts himself on record against this 
thing that he talk to the Secretary? If the Secretary’s consultation 
is going to be worth anything, it better take place before you come 
here and tellus that you are not going to do anything. I think that 
] would rather have you talk to the Secretary. 

Mr. Mitter. Inasmuch as the Secretary said that he would review 
the matter and Dr. Myers has stated he has had no further review 
with the Secretary 

Mr. Poace. I am not talking about that, but what is the use of him 
telling us that he is opposed to all of this before he has talked to the 
Secretary again; else the Secretary’s assurance to us that he was 

oing to consider it does not mean a thing. If-he gets himself out on 
a limb here today he is not going to saw it off and we cannot. I would 
rather wait until he comes back after he talks to the Secretary. 

The CHarrMAN. I understood Dr. Myers to say he would confer 
with the Secretary, and during the course of these hearings he would 
give us his opinion and a final decision. 

Now let me ask you a question that I think is pertinent at the mo- 
ment. What possible objection could you have to Congress establish- 
ing the policy that Mr. Poage has proposed, that is, making these 
long-term commitments but contingent upon the things we have dis- 
cussed here? Nobody would want you to make a 20-year commit- 
ment if you did not have surpluses to meet your commitment. They 
are contingencies that you could certainly guard against in any agree- 
ment. When you discuss this with the Secretary I wish you would 
give to him that idea because you know we have a surplus problem 
that is not going to end in 12 months or 24 months. 

While I agree with Mr. Poage there is no test of eligibility in the 
law, if it developed 5 years from now that the country with which you 
had a contract did not need the commodity and did not want it, you 
could terminate the contract. What he wants to do is to give some 
assurance to the underdeveloped country that the underdeveloped 
country can count on so much of a certain commodity from our stock- 
piles here in this country. 

Mr. Myers. I shall ask that question, and I would rather defer 
the answer until I have had a discussion. 

(The data referred to above is as follows:) 

Mr. Miller and Dr. Myers discussed the Poage bill (H.R. 2420) with the Sec- 
retary. This discussion confirms the previous testimony by Dr. Myers made 
before the committee on April 21, 1959. 

Although the Department appreciates the effort of Mr. Poage to dispose of 
large quantities of U.S. farm surpluses to friendly countries, no additional 
authorization is needed at this time to accomplish this. H.R. 2420 provides 
that certain commodities may be programed regardless of whether they are in 
surplus supply. The Department has authority to enter into agreements for 
forward shipment of commodities under title I of Public Law 480 but enters 
into such arrangements up to 3 years only when it is clear that the commodity 
will be surplus during that forward period. 

Long-term supply commitments do not eliminate the fact that countries assess 
their needs on an annual basis and they do not choose to import an amount 
greater than they need to supplement their own domestic production. There- 
fore, the United States would be reluctant to enter into long-term commitments 
so as not to be put into the position of financing commodity purchases which 
might not otherwise be made under the price-support program. The importing 
country also would be reluctant to enter into a long-term commitment because 
of its desire to protect its own producers. 
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H.R. 2420 would not result in additional disposition of surpluses since it jg 
aimed at the same countries which participate in the title I, Public Law 499 
program. 

The Cnatrman. The committee will stand adjourned until 9 
o'clock. 

AFTERNOON SESSION 


The Cuamman. The committee will please be in order. 

Mr. Mriuer. I would like to aks you a few questions about our in- 
ternational trade policies with p: urticular reference to the export of 
cotton. 

I have here the Cotton Monthly Review and World Situation by 
the International Cotton Advisory Committee, apparently the Sean 
edition. Under the item “International Trade” I find this statement: 

Official ideas on U.S. exports this season are now around 2.8 million baleg 
compared to 5.7 million bales in 1957-58. 

That is a very substantial decrease in cotton exports—I think ap- 
proximately 51 percent down. Looking further in this article: 

Mexican exports promise to be the second highest on record, with shipments 
of over 1.5 million bales through April. It now appears probable that exports 
for the full season may be over 1.8 million bales, and any addition to the end- 
season stocks is likely to be quite minor. 

This article discusses the Egyptian situation. Speaking of Egypt: 


Volumewise this has been an exceptionally good season for Egypt too, 
Through the first week in May a million bales had already been exported, and 
by the end of the month it was estimated that new crop export availabilities 
amounted to no more than behalf a million bales, most of which should be 
shipped before the end of the season. 

Without burdening you or the record further, I would like to call 
attention to the fact that this article mentions the export situation in 
Sudan, Turkey, Syria, Greece, India, and Brazil, and every thing i In- 
dicates that other cotton exporting countries are maintaining and 
improving and increasing their exports of cotton, while America is 
losing its market. 

We are losing our market, apparently; according to this story, 
surely. This Congress has given the officials of our Government 
every authority we can think of, and all the money needed, and yet 
we seem to be losing out everywhere. 

I would like you to comment on that and, if you can do it, explain 
to us why we are losing 51 percent of our exports while other nations 
are gaining. 

Mr. Miter. F irst, Mr. Chairman, I should like to point out that 
51 percent loss in exports, if these figures are correct, and I assume 
they are, of American cotton is quite a sizable quantity in terms of 
numbers of bales. By the same token, a percentage of increase in the 
exports of other countries in terms of bales of cotton represents rather 
small numbers of bales. 

The total number of bales represented by the loss of the percentage 
of the American market is not equal to the number of bales repre- 
sented by the percentage of increase in foreign exports. In other 
words, the total consumption of cotton in the world went down dras- 
tically last year. 
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(The following data was subsequently supplied :) 


Cotton ewports by major exporting countries, seasons beginning Apr. 1, 1956, and 
1957, and estimates for 1958 


[1,000 bales of 500 pounds gross] 
A 


Country 1956-57 1957-58 1958-59 
(estimated) 
eters enpend 
Pek. ep whelioddstaccdccdencbvcisoddacude cotchncenbbbume 380 215 200 
British East Africa 381 451 480 
Egypt. ----- Pa citetuicecwenct dct sacdchbosioabewrebeiees 924 1, 256 1, 365 
PB conan ope csnop~pemscepecceswnsesbos esa udecncmeccapedbaes 148 1 1 
ED cen daucaghanhanbarcecansousamuasgns ficcdensséonunget 1,310 1, 417 1,750 
PR WO k hdd dencice ecccatnccethimiasbsacpiaseeubbbaanes 506 383 75 
Perl....---- _ 890 402 450 
Sudan 333 391 450 
Syria 374 427 375 
U.8.8.R.-.-.- 1, 500 1, 400 1, 500 
United States.......-......---.- asigevbudddddbdddn chthenedaie 7,917 5, 959 2, 800 
Other countries. ae éps-deventnevaheadoies 1, 913 1, 807 2, 370 





Total... aoc pes cedeecsnsncqnoswsperqonwanensppipens 16, 076 14, 232 12, 300 





In the earlier part of the marketing year 1957-58, we had a reces- 
sion in the textile industry about as severe as we have experienced 
since World War II. 

After the so-called million bale legislation of 1956 or 1957, which di- 
rected the Department of Agriculture to sell a million bales of cotton 
competitively, the Department of Agriculture announced at the be- 
ginning of the marketing year each year the price at which it would 
sell its cotton, and announced that that price would be maintained 
throughout the marketing year. 

We operated under that program and increased sales very dras- 
tically, because we became strictly competitive as a result of the ex- 
perience we gained under our million-bale export program. We sold 
sizable quantities of cotton. If I am not mistaken, the year prior to 
this we sold some 514 million bales, and the year prior to that we sold 
Tor 8,asI recall, in the world market. 

We continued in the marketing year just ended the same policy that 
we had established under which we had sold these sizable quantities in 
the years previous, but we found that about midway or two-thirds of 
the way through the marketing year, other countries had reduced the 
price of their cotton below that which we had priced ours and sold 
this quantity of cotton which I think represents these percentages of 
increases which you have just enumerated. 

When that became evident, we did not alter our export sales policy 
at that time, but we announced on February 1 or approximately Feb- 
ruary 1, that, at the beginning of the marketing season, we would re- 
duce the price of cotton or increase the subsidy, whichever way you 
might term it, to a point where we would become competitive begin- 
ning August 1, and we would thereafter alter our export sales policy 
to enable us to competitively price cotton by reviewing periodically, 
every 30 days, the world price of cotton. 

The Cuatrman. That announcement in itself paralyzed our ex- 
port trade. Can you conceive of an importer of American cotton buy- 
ing American cotton under such a policy as you have just enunciated ? 

Mr. Miter. Let me say in the absence of such a policy, Mr. Cooley, 
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you might expect the continuation of the same sales experience we 
had had in the last 4 months of the current marketing season, 

The Cuatrman. I remember when we had Secretary Benson in this 
very committee room sitting in the very chair you are sitting in now, 
and he told this committee about this policy. At that time I told 
him I did not think the policy was wise because it clearly indicated 
that if you had not made cotton cheap enough, you would thereafter 
review it and you would lower the price and increase the subsidy, 

Mr. Miter. Yes, sir. 

The Cuarrman. When you do that, every foreign user of American 
cotton naturally will sit around waiting for the reduced price. 

I know when Mr. Julian Rodriguez-Adame, the Minister of i- 
culture from Mexico, was here, he had a proposal which seemed to 
make sense tome. That was, to the extent we would determine what 
our fair share of the world market would be, 5 million bales or 5% 
million bales, we would subsidize that at a certain price, and we 
would not change that price downward. Under no circumstances 
would we lower the price. The effect of that would have to be to 
start prices up. It seems to me it made sense. 

He went down to the advisory committee and submitted the propo- 
sition, and I think about all he accomplished was the appointment 
of a committee somewhat in the nature of a watchdog committee 
to look over the international trade in cotton. 

If our cotton policy is what you say it is, it is just as it was several 
years ago when I met with a group of technical people in our Paris 
Embassy. I was told by officials of the Embassy, I suppose our 
agricultural attaché, that the men there meeting with me that day 
represented two-thirds of the cotton spindles of the free world, in- 
cluding our own, and there was not a man in the crowd who talked to 
me about price but they all said, “Mr. Cooley, we must know what 
your policy is, and under this policy we cannot operate.” The policy 
then is what you have just said it is now. 

Take another commodity—tobacco, Our tobacco people fixed the 
price and said, “This is it, and you are not going to get it a dollar 
or a dime less than this. You can buy it from here up, but not from 
here down.” But under the cotton policy the buyers are told they 
can buy it from here down. That is the policy you have now. 

Mr. Poage prompts me to point out that some of our colleagues in 
Congress may be responsible for this because they have been insist- 
ing upon making our cotton competitive. You do not have to go into 
cutthroat competition to make cotton competitive if you offer on the 
world market certain grades of cotton at certain prices and you make 
the price realistic, and that is what Mr. Rodriguez-Adame wanted us 
to do. He did not want a treaty; he did not want an agreement. He 
wanted a gentlemen’s understanding and a watchdog committee to 
supervise the international trading in cotton. He was up here just 
recently. He may be back again. 

How do you expect to have stability in the world market if the 
world market operators know that if they sweat you out long enough 
you will lower the price again. 

Would you comment on that point? 

Mr. Murer. Prior to February 1, we had a policy under which we 
priced cotton at one price, and that price would continue throughout 





Se ee e-em 


a 


~~ ll oe 








ur 


cy 
he 


lar 
ey 
in 


ito 
he 


ve 
ut 


EXTENSION OF PUBLIC LAW 480 129 


the year. As I pointed out a moment ago, it worked very successfully 
for the first 2 years, until in the third year our friendly competitors 
decided they would lower the price of cotton. Certainly the policy 
of the Department of Agriculture at that time did not contribute to 
any decrease in the world market price for cotton, but the result was 
nevertheless that we sold approximately 3 million bales under that 
policy in the last year, and we have generally agreed that on the 
average over a period of years our proportionate share of the market 
might be somewhere near near 5 million bales. 

The best way of maintaining cotton prices that I know of is to es- 
tablish a price at the beginning of the marketing year and announce > 
that you will-not reduce it throughout the year. 

So if anyone broke the price of cotton, it was not by any action by 
the Department of Agriculture. 

The CuarrMan. I will interrupt here to say I am not trying to 
blame the Department of Agriculture for cutthroat competition in 
the world trading of cotton. It started under an old regime, and 
now you have inaugurated a new President, a new Secretary of Agri- 
culture, and new Cabinet officers, and they tell me that they recognize 
the evil involved in cutthroat competition. They have gone now so 
low that all the profit in the growing of cotton has been eliminated, 
and they cannot go any lower without great sacrifice. 

Why would it not be well for us to cooperate with Mexico and 
other exporting countries in an effort to bring the price up rather than 
to drive it further down? 

Mr. Mitier. Mr. Chairman, let me say that we have the highest 
respect for the Honorable Rodriguez-Adame and the Mexican Gov- 
ernment. We have given them all the assurances we possibly can 
that we are establishing a sales price on cotton at the beginning of 
the marketing year, and that price is the competitive world price; 
that we have no intention of reducing the price of our cotton, pro- 
vided that price at which we have announced we will sell cotton re- 
mains the world price. In other words, if anyone does any reducing 
below the world price for cotton beginning caeaee 1, it will not be 
the Department of Agriculture. It will be someone else. 

By the same token, we have a requirement in the act which you 
have just recited which requires us to be competitive at all times. 
After having once determined the competitive world price for cotton 
and announced a sales price accordingly and given all assurance that 
we will not reduce that export sales price as long as it remains the 
world price, I think we are in a very good position to guarantee the 
Mexican Government that we will not do anything to further a de- 
bacle in the world price of cotton. 

The Cuatrman, Have you and your associates given the other cot- 
ton exporting countries the assurance that you do not want to go on 
engaging in cutthroat competition ? 

Mr. Miter. I think the record will show quite clearly that we have 
met with the International Cotton Advisory Committee and have 
told them that we will price cotton at competitive world prices, and 
we have no intention of going lower as oe as that remains the 
world price of cotton. 

The CuarrMan. The record I have before me indicates that in the 
period 1957-58, we exported 4,280,000 bales; and in 1958-59 we ex- 
ported only 2,176,000 bales. What caused that? 
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Mr. Mitier. The announcement that we made the year previous 
that we would not lower the price of cotton during that marketj 
year was one of the factors contributing to it. I think the main con. 
tributing factor, as I pointed out earlier, is the general recession jn 
the textile industry which the world experienced last year. Certainly 
we had a very serious recession here in the United States as well as in 
the rest of the world. 

The Cuarrman. I grant there was a recession, but there was a sub. 
stantial increase in the exports of other countries, was there not?. 

Mr. Mitier. No,sir. We had a world recession in the textile indus. 
try. We have had a resurgence since then, Congressman Cooley, but 
I am talking about the period ending approximately 6 or 8 months 
ago. 

“The CuarrmMan. With all the flexibility you have, all the authority 
you have, all the money you have, and all the cotton you have, can you 
tell me why Japan should be buying cotton from Russia instead of 
from the United States ? 

Mr. Mitter. I do not know that she is buying it from Russia at the 
present time. 

The CHatrMan. Japan has bought Russian cotton. 

Mr. Mixer. She could buy Russian cotton. As I say, I have no 
personal knowledge of her buying it, but she could buy it; yes. 

The CHarrman. As a result, is Russia beating us with subsidies in 
all the markets of the world ¢ 

Mr. Mruter. We do not intend for her to be, sir. 

The Cuarrman. Actually, Russia is. 

Mr. Mur. To keep her from being competitive, Chairman Cooley, 
we have to pursue the policy that we announced last February in order 
to preclude her from doing so. 

The CHarrmMan. With the policy you have announced, the record 
I had some time ago, which unfortunately I do not have before me 
now, indicates that Russia was taking our markets away from us 
even in the dollar markets of the world, as was pointed out in Mr. 
Heimburger’s statement, when we should have been gaining and ip- 
creasing our trade. 

Mr. Miniter. Mr. Chairman, my FAS people tell me we have no 
indication of any sustained movement of Iron Curtain cotton into 
world markets. There may have been some instances where some 
minor amounts were sold, but by and large the world market for cot- 
ton still comes from the United States, Mexico, Egypt, and the Sudan, 
the countries you have enumerated. Infinitesimally small amounts 
may have moved out of Russia, but they have been very small indeed. 

The CHarrMan. It seems to me it should be alarming to all of us 
when we realize the very substantial decrease in the exports of Ameri- 
can cotton. 

Mr. Miter. It is alarming to us; yes, sir. That is why we revised 
our sales announcement. 

The CuHarrMan. Do you think of any authority that this committee 
could give the Secretary of Agriculture which he does not now have 
to deal with this problem ? 

Mr. Mixer. No,sir. We are exercising it. 

The Cuatrman. Then it is not the responsibility of Congress that 
these exports are disappearing. Your boss, Mr. Benson, makes 
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speeches all over the country in which he says surpluses are disappear- 
ing and markets are returning, but that is not true. You know it is 
not true, and I know it is not true. But the people not in posses- 
sion of the facts believe what the Secretary says. Our surpluses are 
not disappearing and our markets are not returning. The truth is, 
our markets are disappearing and our surpluses are accumulating, as 
evidenced by the records in his own Department. 

Mr. Mruter. That depends on which commodity you are talking 
about. 

The CHatrMaNn. I am talking about all of them. 

Mr. Mitxier. The biggest single factor in our loss in dollar volume 
of exports out of the United States is attributable to cotton. That 
cotton export decline is attributable to the world decline in the cotton 
markets which we have just experienced throughout not only the 
United States but other countries as well. 

(The following data was supplied :) 

U.S. exports of cotton during fiscal year 1959 amounted to about 3.1 million 
bales of which 417,000 were delivered under barter contracts and 1.3 million 
pales were dollar sales. 

The CuarrmMan. Even in our exports of wheat, including donations 
and grants to hungry people, still we have not kept pace with Canada 
in the exports of wheat. 

Mr. Miuier. Yes; we would like to put in the record 

The Cuarrman. I would like to see your record. The records I 
have seen indicate that even including our donations we are down 
below Canadian exports of wheat. 

Mr. Mitter. We adjust our subsidy rate on wheat daily, Congress- 
man Cooley, in order to keep competitive in price. 

The Cuatrman. I do not doubt that. I do not doubt you are doing 
just what you say you are doing, but I still come back to the proposi- 
tion we discussed this morning, that you are doing everything within 
your power and yet you let somebody from the State Department 
come along and tell you you cannot ship your wheat into Ceylon or 
Ghana or some other far-distant place of the world, and we fold up 
and keep our wheat at home. 

Mr. Murer. No, sir; I am sorry, I cannot agree with that. 

The CuarrmMan. Before these hearings are concluded, I think it 
will develop that that is exactly what has happened. People come 
to me because I am chairman of this committee and tell me a lot of 
things. That is the reason I said this morning I want these hearings 
to be full, frank, fair, and wide open. I want the businessmen of 
America who are operating our commerce to have an opportunity to 
come into this committee room and tell us what is happening. I have 
heard that businessmen have spent substantial sums of money in 
promoting transactions which on the face of them appear to be com- 
patible with the law, only, when they came to the final confirmation 
of the contract, to have somebody blow it out the window and it is 
all over. 

You know, we have spent $3.5 billion for wheat and $9 billion for 
commodities generally. If we are to permit the State Department 
to keep us out of the markets of the world, tell me what we are 
going to do with these commodities. I do not know anything we 
can do or that I can do as a Member of Congress that I have not al- 
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ready done. I am begging you and Mr. Benson to tell this committeg 
what. we can do to aid in the disposition and disposal of these com. 
modities. 

Mr. Mixer. Mr. Chairman, first let me say that we consult with 
the State Department when we are pursuing our disposal pro 
under title I and other related programs, principally under title J, 
We are operating an overall program which is calculated not to dis. 
rupt world marketings of friendly countries and not to break world 
prices. 

But we do not go in for a program that permits country veto of 
individual export proposals which are made to us and those that we 
have under consideration. We consult with the State Department on 
the overall. The State Department may from time to time consult 
with individual countries, but the interests of friendly foreign coun. 
tries are largely protected in our provisions for global marketings 
which we provide and which we require as a condition for a title J 
program. 

Mr. Chairman, I think it is not a correct assumption to say that the 
State Department per se is in a position to stand up and veto in- 
dividual contracts and proposals of the Department of Agriculture to 
the extent that they have caused us to lose world markets. The volume 
we have lost in the past year has been largely attributable to cotton, 
Wheat has not been a major contributing factor. 

The Cuarmman. Every other country exporting cotton has main- 
tained or increased its exports, while we have lost ours to the extent 
of 51 percent. 

Mr. Miuuer. Mr. Chairman, I think you will find that has been true 
of the last 6 months and not over the entire marketing year because the 
world consumption figure on cotton is down. 

The Cuaimman. I compare 1957-58 to 1958-59, and I have the figures 
beforeme. Pakistan, Peru, India, Greece, Turkey, Sudan, Egypt, and 
Mexico have all increased, but the United States has decreased 51 
percent. 

Mr. Mutter. Fifty-one percent of 7 million is a lot more bales of cot- 
ton than represented by the percentage increases which have been 
enjoyed by these other countries. 

The Cuarrman. You are talking about percentages, but I am talk- 
ing about the world market. What do you consider our fair share 
of the world market—5 million bales? 

Mr. Miutzer. This is one I have always answered in this manner, 
Chairman Cooley: In the overall, we hope to obtain and we think we 
should obtain an average of approximately 514 million bales over a 
given number of years. I would not want to set that up as a goal for 
any one year, because year béfore last we sold 514 million, and the year 
before that 7 something, and this marketing year we expect to sell 
somewhere near 3 million. We hope to increase it next year. So this 
is a flexible thing. It varies from year to year. In the overall aggre- 
gate, we expect to average somewhere near 5 or 514 million bales of 
cotton. 

The Cuarrman. If you think the average is 5 million or 514 million 
and we are selling at the rate of only 2,176,000 bales, we are far from 
our goal, are we not? 
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Mr. Miter. We expect to sell more next year. We expect to go 
back up again. We were at 7, down to 4.4, down to 2.3, and we expect 
to go back up again. Over the years it should average 5 or 514 
million bales. ; - 

The CuarrmaNn. What leads you to believe that cotton exports will 
be increased under the present policy? dt Of For 

Mr. Miter. We know the world cotton textile situation is improv- 
ing, Mr. Chairman. We know under our competitive pricing system 
we have announced, beginning August 1, there is not any country that 
can undercut us. We are not going to undercut the world price, but 
by the same token we are not going to permit other companies to under- 
cut our price and take the market. 

The CHarrMAN. Do you think this result has come about because 
ofthe undercutting of prices by other countries? = 

Mr. Miter. No. I say the greatest portion of it is attributable to 
the recession we have experienced in the world cotton textile industry. 
To some degree it has been occasioned by undercutting the prices by 
other countries, but that is minor in terms of bales of cotton. 

The CuarrmMan. Why would the depression or recession or whatever 
it is, in the textile business adversely affect our exports and not ad- 
versely affect the exports of other countries ¢ 

Mr. Mitier. Going back again, I say we absorbed the volume of the 
decline. The other countries, because they had relatively minor 
quantities of cotton to export, maintained or in some instances in- 
creased their sales of cotton at our expense by reducing the price. 

The numbers of bales represented by that decrease in price, their 
increased percentage, are relatively minor in comparison to the number 
of bales—I won’t say relatively minor. It was not minor, but it was 
not anywhere near comparable to the amount that we lost, 50 percent 
of 5 million bales. 

The Cuatrman. We are not losing our interest in the market in the 
hard currency countries, are we ¢ 

Mr. Mitter. No, but I think if you go back and see where the losses 
occurred and where the gains occurred to these other countries, a 
goodly portion of it was in hard currency countries. 

The Cuarrman. That brings me up to the question, Why cannot 
we expand our barter program in the hard currency countries? 

Mr. Miter. I think by the statement that you have just made, I 
could give you a very good answer. The demand for cotton in hard 
currency countries is not determined by the amount of dollars that 
they have to spend, because the hard currency countries are in just 
about as good a position as they need to be to pay dollars for cotton. 
They do not need to barter. They do not have to have barter in order 
to satisfy their increased demands for cotton. They can pay the 
dollars. 

The Cuatrman. I was told the other day that France had taken off 
all Government controls on imports of cotton, and the cotton merchants 
of France are now free to buy cotton wherever they want to buy it. 
_ Do you think that will be favorable to us and that it will tend to 
increase our exports to France ? 

Mr. Mitter. Any freeing up and liberalization of currency operates 
to the benefit of this country, yes, sir. 
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‘The Cuairman. Who in the Department of Agriculture is charged 
with the responsibility of finding additional markets for Americap 
surplus commodities ? 

Mr. Mitier. Dr. Myers in the Foreign Agricultural Service, 

The Cuatrman. The reason I asked is I know at one time the milj- 
tary did not look with favor upon use of surplus commodities in any 
part of the military program. I understand we have now finished our 
military housing program in France that resulted in our disposal of 
about $50 million worth of American cotton. I think last T vursday 
they dedicated these housing projects and the contractor had cop- 
cluded his work. 

How do you feel about using surplus agricultural commodities to 
pay for military housing in other parts of the world? 

Mr. Muer. I think that it is desirable if you can get an increase in 
the consumption of the agricultural commodity going into that coun- 
try. I think it makes more sense to me if you are not going to increase 
it but just sell the same amount of the commodity going in, you had 
better get your dollars and pay dollars for the housing. 

The Cuarrman. I do not know about the details of military housing 
in France, but I think I am correct that this $50 million worth of 
cotton that went into France in payment for military housing was in 
addition to the normal uses of American cotton. 

Mr. Murer. Under that barter arrangement it did not go to France 
but went to some other country. 

The Cuarrman. Are you sure about that ? 

Mr. Miter. Yes, sir. 

The Cuarrman. That was not a triangular but was a direct affair? 

Mr. Miuuer. It went generally all over Europe. It did not go to 
France specifically. 

The Cuairman. Wasit atriangular affair? 

Mr. Miuier. It was a multiple, open-end contract. It was not even 
triangular. 

The Cuarrman. Why is it you all seem to frown—not you particu- 
larly—someone seems to frown on triangulars. I think Mr. Berger 
was here and we talked to him about triangular barter transactions 
and he thought it was unnecessary because we could do all the trading 
we wanted to otherwise. 

Mr. Mitier. We are in favor of triangular arrangements where 
definite relationships can be established among the three legs of the 
triangle and set up a direct association and say because of the export 
of whatever this commodity is to one country they, in turn, were able 
to exchange something of value to some other country who, in turn, 
shipped strategic material back to the United States. 

The Cuamman. I know of some instances where foreign agricul- 
ture has approved the triangular project and even people in the State 
Department, in the lower echelons, have approved it and everybody 
thought it was a natural so far as this triangular barter program was 
concerned and yet they never were consummated. One I think of was 
last year or maybe this year, involving the country of Ghana. They 
wanted some wheat. Pillsbury was going to build a flour mill and 
some exporters were going to send wheat to Ghana, and Ghana was 
going to give material back to American exporters. I know the pro- 
posal seemed to make sense. Pillsbury was not asking for anything. 
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They were going to invest $5 or $6 million in building a flour mill in 
Ghana where there is no flour mill. + Ole 

Mr, Mutter. Mr. Palmby has direct responsibility. I think it has 
been consummated. 

The Cuarrman. I have some information that the State Depart- 
ment threw a bombshell into that thing because Canada said you can- 
not ship flour and corn to Ghana; that is our territory. 

Mr. Miuuer. I do not think so. Let us ask Mr. Palmby. He has 
the information. This is Mr. Palmby, Vice President of Commodity 
Credit Corporation. He succeeded me in that capacity about the first 

the year. 

Mee cenaokak. I do not know the details of it. I know what I 
have told you here and now. I do not know whether it has ever been 
consummated in part or in total. I would liké to know just what has 


happened. 

Mfr. Patmpy. Chairman Cooley, that deal has been transacted. We 
have issued an acceptance wire on it and also received a confirmation 
wire. There has to this date also been some wheat and some flour 
lifted on this transaction. 

The Cuairman. I am not concerned about the size or volume of it, 
but what is the volume? Is it substantial or not? 

Mr. Patsy. It is substantial. About half of it, I believe two- 
thirds would be nearer correct, is tied in with the erection of a flour 
mill. As far as we are concerned, it is a signed commitment and we 
see no reason why it will not be completely carried out. 

The Cuarrman. I am glad to hear that. 

There was another I heard something about, a triangular involving 
Spain, France, and the United States of America, I think. Some of 
the people interested talked to me about that, and I think I talked to 
the Foreign Agricultural Service and maybe the State Department. 
[ think it involves railroad rolling stock from France to Spain, cot- 
ton or other agricultural commodities from the United States to 
Spain, which they would exchange for the rolling stock in France. 
I thought that was on the road to success. Now I have heard that is 
bogged down somewhere. Do you know anything about that? 

Mr. Patmpy. I do not believe I can answer specifically on that one. 
It just does not ring to me. The Director of the Barter Division is 
with me and later on I can ask him, or now, whatever you wish. 

The Cuarrman. There is nothing urgent about this. I would just 
like to know. 

My point is, it seems to me we should have somebody in the De- 
partment of Agriculture or State, or both, that will be charged with 
the responsibility of encouraging these things and encouraging the 
American businessmen to promote the transactions, because if we do 
not do something drastic and something unusual, and if we keep on 
drifting and dreaming, as we have, this surplus property will break 
down the agricultural economy of America, and along with it we are 
going to have a depression of far-reaching ramifications. The Ameri- 
can people are not going to tolerate $9 billion being invested in sur- 
plus commodities with no hope in sight. 

Mr. Mitter. Mr. Chairman, we are not drifting and gliding on this. 
Weare aggressively moving. 
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The Cratrman. I do not mean to reflect on anybody unduly, but 
the cold fact remains that our surplus problem is being aggravated 
with every harvest. 

Mr. Mitter. That is correct. 

The CuatrmMan. Look at the record. Mr. Benson started off with 
less than $2.5 billion. Now he has $9 billion invested in commodities 
and loans, notwithstanding the gigantic losses that have been sug. 
tained. I do not know any Members of Congress who are more in. 
terested in the problems we are talking about than the 34 members 
on this committee. I mean Republicans and Democrats. We are 
anxious to do everything we can, which is why we are havi 
these hearings. We could just pass an extension. I do not think 
man on this committee would vote against the extension, but we want 
to know before we approve the extension what else we can do that 
would accelerate disposal of these surplus commodities and bring us 
back to a normal situation. I want to go on record right now as 
approving your plan and your program to store some of these surplus 
foods and fibers in other places of the world around the perimeter of 
our national defense structure. 

I think if we had them stored in other places of the world, the people 
of America would understand it a lot better than they do when they 
are piled up here in this country, warehouse upon warehouse and sur- 
plus upon surplus, with the enormous storage costs, and we are not 
doing anything to decrease it. 

One other comment. Mr, Heimburger brought that out. Look what 
we saved on the strategic materials in the way of storage; and strate- 
gic materials have increased in value, displacing a billion dollars 
worth of surplus commodities that we did not need and did not want. 

Instead of a billion dollars, I would like to see $5 billion bartered 
away for strategic materials or other materials. I do not mean just 
strategic materials. I mean other materials we need in our economy, 
What they are I do not know. When I use the words “drifting and 
dreaming,” I mean just that. 

Uncle Sam is the largest cotton merchant in the world, the largest 
grain merchant in the world, and the largest tobacco merchant on 
earth. Yet we have nosales force, no salesmen. 

Mr. Miniter. We have as wide flung a sales force throughout the 
world as exists in the world, Chairman Cooley, in the form of our ag- 
ricultural attachés in every important post. 

The CHarrMan. Wait a minute. They are not salesmen, they do not 
hold themselves out to be salesmen. Our Ambassadors will not permit 
them to be salesmen. You know who our salesmen are? The Ameri- 
can businessmen. 

Mr. Mriurer. I am sorry if I said “salesmen.” I am talking about 
sales promotion, not order takers. 

The Carman. I agree that we have a potential sales force, the 
greatest on earth. If the American businessman, with his own in- 
genuity and business ability, will get into the world market, with the 
encouragement of the Department, we can get rid of the surplus. We 
are not going to depend on attachés and diplomats to do it. 

Mr. Mriizer. We are working with both. 

The Cuarrman. You had over in Europe a man whom I met some 
time ago. He was given a dignified title of economic attaché or 
something. I believe he was Dr. Slagsvold. Where is he now? 
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Mr. Mitirr. He was brought back to this country. ; 

The CuamrMAN. You closed him up and put him out of business: 
and brought him home when you should have sent 140 more over 
there to help him. 

When you brought him home, the American Farm Bureau—you 
know I do not follow them in anything much—-opened up an office in 
Rotterdam and Dr. Slagsvold came home. 

Mr. Minter. Mr. Chairman, I am glad the American Farm Bureau 
has seen fit to open an office in Rotterdam. I wish they and other 
farm organizations would open up one in every country in the world. 

The CuatrmMan. That is certainly the largest farm organization in 
the country and yet they are spending the farmer’s money to run an 
office in Rotterdam and we are closing up our economic attaché’s office 
and bringing him home. 

Mr. Miuuer. Not closing him up. 

The CuatrMAN. We are calling him the Commodity Credit Cor- 
poration attaché. 

Mr. Mitier. He was a representative of the Commodity Stabiliza- 
tion Service to specifically look after their interests and represent 
them in French housing construction for barter. 

The Cuarrman. He was over there promoting these transactions 
and trying his best to expand markets for American agricultural 
products and somebody nipped him in the bud and brought him home. 

Mr. Mier. Let us not say he is the only one we had over there and 
that we closed up our office. 

The CHarrman. Heis the only one I met. 

Mr. Miiier. We have a complete staff in Paris in the form of Mr. 
Minneman. I was there 2 weeks ago. He is a very aggressive 
promoter. . 

The Cuarrman. I was with Mr. Minneman in April. He did not 
tell me he was a salesman. 

Mr. Mitier. He is a sales promoter. 

The Cuarrman. I have been in the American Embassy in Paris at 
a time when the American Ambassador did not attach enough im- 
portance to the farm boy we had there to even initiate him to staff 
conferences. One of our best agricultural attachés told me he did not 
believe the Ameriean Ambassador even knew who he was. 

This committee has taken the striped britches off these farm boys 
and has tried to make something out of them, but they are still being 
handicapped. You will not get an agricultural attaché to tell you he 
is a Salesman or that he is promoting anything. They were county 
agents collecting statistics up until we took the striped pants off 
them. 

Mr. Mitier. They are not supposed to be order takers and salesmen, 
but they have sales promotional activities definitely. 

The Cuarrman. Do they promote activities ? 

Mr. Miuirr. They are sales promotional activity people. They 
work with the American businessman when he goes to foreign coun- 
tries. 

The Cuarrman. Tell me why you brought back the only man that 
had the title of “Commodity Credit. Corporation Attaché” in all 
Europe and brought him home. | You do not. know, do you ? 

Mr. Miter. I will let Mr. Palmby answer that. 

44273—59——10 
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Mr. Patmpy. I would like to make this comment on Dr. Slagsyolq 
First, he is a very high caliber man. I want that on the record. He 
was the only man that we had in the world representing the Cop. 
modity Stabilization Service in helping to administer tho biaehal pro- 
gram. The bigger share of his time was spent in Paris in connection 
with the French housing project, which we earlier talked about here, 

That mission as regards the housing project is now completed. We 
thought it was useless, and we think this is a right decision, keeping 
him there longer because he, being the only one and because our barter 
policies change very rapidly, similar to price changes in commoditj 
it is very difficult to keep one man posted that far away from home 
on what the barter policies are going to be on this program. We 
thought it wise to close that office. 

The CHarrman. What is wrong with the telephone and the tele. 
graph and the typewriters you have? You tell us it is hard for 
you to keep a man posted in Paris when you can talk to Paris on 
the telephone. 

Mr. Mruizer. In our judgment, it was not wise to keep him there, 
We considered this a long time. In our best judgment, we thought 
it was best to close the office. 

The Cuarrman. Because you say you changed the barter program? 
You knocked it in the head and killed it on May 27, 1957, was it not? 
I do not.mean you did it. Somebody down there gave them an anes- 
thetic and put them to sleep and they have not gotten up yet. What 
is Dr. Slagsvold doing now 

Mr. Patmpy. He will be used in the Department when he arrives 
home. I think he isstill en route presently. 

The Cuarrman. You do not plan to put anybody else in his place? 

Mr. Patsy. No, sir. 

The CHarrman. Anywhere else on earth? So that the substance 
of your statement is that although we have $9 billion invested in 
commodities, we have no man on the firing line anywhere in the 
world trying to expand markets except the agricultural attachés; 
is that right ? 

Mr. Patmpy. The barter program is negotiated here with con- 
tractors, as you know. Those contractors who enter into this arrange- 
ment with us, after they have spent all the money to make these 
negotiations with these foreign countries and with the businessmen 
in these foreign countries, certainly are far better and far closer to 
what our policies are and what we will accept as materials than any 
Government man we can put in a foreign office. We do not enter 
into government-to-government transactions. We enter into these 
transactions through businessmen. 

The Cuarrman. Suppose you had another $50 million transaction 
involving military housing. Do you not think the magnitude of that 
transaction would justify having at least one man there? 

Mr. Patmpy. We do not have any such transaction on the books at 
the present time. 

The Cuatrman. You will not put any more on. That is what I am 
talking about. 

Mr. Patmpy. Again, Chairman Cooley, I have a statement here 
on barter that I would plead with you to permit me to read if we are 
going to talk about barter. 
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The CuarRMAN. Go ahead. 

Mr. Pacey. It is a prepared statement. ' 

The CuarrMAN. I do not want to interfere with Mr. Miller and 
with Mr. Myers over here. We will do that later. I apologize for 
drifting off into the matter of barter. I think barter is important 
when you relate it to the overall subject we are dealing with. 

Mr. Mutter. Mr. Chairman, let us go back and talk about the sales 
force, if you want to call it that, that we have maintained. I would 
like at this time to talk about the trade promotional activities we carry 
on with the producer organizations throughout the world in coopera- 
tion with Foreign Agricultural Service and the title I of Public Law 
480 authorization. 

As you know, we have trade teams. There are offices of trade asso- 
ciations maintained in foreign countries. Only yesterday the Great 
Plains Wheat Growers Association had the Belgian team here in the 
United States. They maintain offices in Europe. The Cotton Council 
International, whom we support very strongly, maintain office, 
throughout the world. We are using part of our counterpart funds 
for market development for such uses. 

The CuatrmMan. What part of our counterpart funds are used for 
promotional uses ? 

Mr. Mitier. We use about 1 percent of the total amount in con- 
tribution to market development and in support of such organizations 
as I have just outlined. 

The CuatrMaNn. Do you not think that should be increased to about 
5 percent 

Mr. Miter. I would not say 5 percent. I think we can always 
reevaluate the need for increasing. At the present time, as I pointed 
out in my statement, we find that on occasion we are pinched with 
the amount of money available in spots where we would like to have 
it available to use. 

The Cuarrman. Are you limited by legislation or by administra- 
tive order ? 

Mr. Mitier. By administrative order and overall administrative 
decision as to the use of currencies. As I pointed out in the prepared 
statement, there are a great many demands on these currencies by 
other interested agencies of government—military, State Department 
in their Embassy maintenance, ours in promoting trade fairs, use 
of a certain part of it in our administrative expenses for the operation 
of our attaché system. 

As you know, one of the new uses has been the foreign research 
program we are financing, doing research in agricultural fields in 
other countries. There are a great many agencies in government 
in competition for use of foreign currencies, but we are using sizable 
quantities dollarwise in promotional activities. These trade associa- 
tions put up sizable quantities of their own money. This is not only 
the use of the Agriculture Department’s accumulated funds. These 
trade associations contribute heavily toward the maintenance of mar- 
ket development programs. 

The Cuarrman. Do you think your proposed amendment will make 
these programs more dynamic and more effective ? 

_ Mr. Mixxer. I do not like to use the word “dynamic.” . Let us say 
it would provide for reasonable expansion to accomplish the pur- 
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poses we have outlined in the food-for-peace program and will jn. 
crease, I think, the overall disposition of agricultural surpluses not 
only for our benefit but also for the benefit of the recipient countries, 

I think built on the sound foundation, as outlined in our food: 
for-peace program, we could increase the export of agricultural com- 
modities to these countries, we can use some of the counterpart funds 
to construct such things as storage facilities, unloading facilities jp 
these countries, and enable them to further handle and use the goods, 

The CrarrMan. It is a sad situation when we read in American 
papers about people starving to death in Ceylon. Does the pro- 
gram you now advocate through these amendments contemplate pro. 
viding countries like Ceylon with food reserves to take care of their 
people in the event of dire distress ? 

Mr. Miner. It makes it more possible for us to do so; yes, sir. 

The CHarrMAn. Last year we were talking about the five north- 
eastern states in Brazil where starvation was rampant and because of 
political complications we were unable to do anything to prevent 
starvation in Brazil. 

Would your program now contemplate providing them with a 
food carryover that would prevent starvation / 

Mr. Miter. I do not think you can prevent or wipe out hunger 
from the world in any given period of time. 

The Cuarrman. I am not saying all over the world, but in certain 
places where it is likely to occur. 

Mr. Mixer. I would agree that under this program we could in- 
crease storage capacity for food in a country, and also increase un- 
loading and maybe transportation facilities to get this food to those 

le. 

The CrarrmMan. I was told the trouble was in the northeastern 
states of Brazil where they had no highways and railways and had 
no way to distribute the food even though we flew it in to the towns 
and made it available. 

Mr. Miuier. That is right. Getting it to the country is the easiest 
possible part of the problem. Getting it from the port of entry or 
the airfield or wherever you land it there and getting it into the hands 
of the people who need it is the main problem. 

The Cuarrman. You think the welfare officers of the several States 
understand that this food we have here is available to needy people in 
this country ? 

Mr. Miter. Yes, sir. 

The Cuatrman. I have reference to my own great Commonwealth 
of North Carolina where the dependent people of that State have 
not had access to the surplus food we have. Other States have, Mr. 
Heimburger provided a statement this morning listing West Vir- 
ginia, Pennsylvania, Maryland, and others who have participated 
in this program. North Carolina had 739 needy persons in family 
units receiving donated food in March 1959. New York had between 
four and five thousand. Pennsylvania had 858,000. Puerto Rico had 
605,000. I am just wondering if the officials of the several States 
know what needs to be done to make this food available. 

Mr. Miuuer. Yes, sir; I can state with the greatest degree of cer- 
tainty that the State officials are fully aware and are kept fully in- 
formed as to our willingness to contribute food in whatever quantities 
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they can reasonably use to feed people, based on criteria that they 
themselves establish under the general guidelines established by the 
Department of Agriculture. But the basic and primary responsi- 
bility for establishing criteria lies within the State and not the Federal 
Government. We stand ready to furnish food to the several States 
in whatever quantities they can reasonably use. 

The CuarrMan. In looking over this list of all the States, fewer 
people in North Carolina received aid than in any other State in the 
Union. 

Mr. Muuter. Yes, sir. 

The CuarrMan. South Carolina had 1,886 people and we had only 
739. 

Mr. Miter. Mississippi is very heavy in there. 

The CHatrRMAN. Mississippi had 400,000, 

Mr. Mrtuer. Yes, sir. 

The Cuarrman. Off the record. 

(Discussion off the record.) 

The Cuarrman. I think these States and counties have failed to 
provide a distribution system. 

Mr. Mutter. We leave responsibility for setting up the distribution 
system to the States. We ship in carload lots into spots they desig- 
nate and depend on them to bireale down the larger shipments into 
smaller shipments and transshipments. 

The CuarrMAn,. I have no complaint to make against the Federal 
Government or any officials thereof in connection with this program 
other than one inquiry I made, which was whether or not the State 
welfare officers understand what the law is and what the requirements 
are, 

Mr. Miurr. I can state they know and are fully aware and are fully 
informed. 

Mr. Larra. Will the chairman yield? 

The Cuatrman. Mr. Latta, 

Mr. Larra. I inquired back in Ohio as to why some counties in my 
district in particular were not using this surplus food. I found most 
were not using it. They said it was a matter of redtape, that they 
had to weigh every bean, that it was cheaper to go out and buy it 
rather than go through all the redtape. Is that true, that they have 
somuch redtape that they are not using this? 

Mr. Miturr. We have to keep records, Congressman Latta. I do 
not think we have excessive redtape in the Federal Government re- 
quirements. 

Mr. Larra. It seems to be the impression on the local level where 
it is being administered that there is too much redtape and they are 
not going to do it. 

Mr. Mutter. I do not think we have too much redtape on this one. 
Largely, you can say it is lack of interest attributable to either the 
county or State’s unwillingness to provide funds to supervise the 
distribution and to provide funds for the distribution itself down to 
the individual person. We rely on the States to do that. 

The CuHarrman. I would like for you, in response to Mr. Latta’s 
observation, first to put in the record at this point, if you will, just 
what the requirements are. 
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Also specify further whether or not a county, as the subdivision of 
the State, can have a food distribution program without regard to 
other counties in the States. 

Mr. Miter. Without State participation? First we require State 
participation and it is up to the State to determine how far the pro. 
gram will reach within its borders. 

The CHarrMAN. Put in the record these ABC’s so we know whether 
or not my commissioner of agriculture or some welfare officer has 
to supervise it. Then tell us what kind of showing would have to be 
made by local officials in my own home county, we will say, to make 
that county eligible for food for needy people. 

Mr. Mitter. We will be glad to do it. It is relatively simple. 

(The information to be supplied follows :) 


USDA REQUIREMENTS FOR STATE DISTRIBUTION TO NEEDY FAMILIES 


The applicable legislation under which the family distribution program js 
operated provides that commodities may be donated to needy people and for 
relief purposes. These two provisions are contained in the Agricultural Trade 
Development and Assistance Act of 1954, and section 32 of the act of 1935, as 
amended. The Secretary’s regulations define needy persons as those persons 
who are in economic need of food assistance, and further that such persons 
shall be so certified to participate in the program by the appropriate public 
welfare authority based upon criteria which bear a direct relationship to the 
standards established in the States for their regular public assistance program, 

The Department of Agriculture in implementing the distribution program 
enters into an agreement with an agency of the State government which has 
been designated by the Governor to handle the program. Prior to making distri- 
bution to needy persons, State distributing agencies are required to submit a 
plan of operation for approval by the appropriate area office of the Food Dis. 
tribution Division. No amendments to such plans may be made without prior 
approval of the area office. Such plans include the procedures and methods to 
be used in certifying individuals as needy and in making distribution of con- 
modities to such recipients. As a minimum the plan includes the following: 

1. The estimated number of needy persons to whom distribution will be 
made. 

2. The name of the agency or agencies which will be responsible for certifica- 
tion of an distribution of commodities to needy persons. 

3. The manner in which commodities will be distributed including but not 
limited to storage and distribution facilities to be used and method of financing. 

4. The specific criteria to be used in certifying individuals as needy persons. 

5. Provisions for reviewing certification of recipients to determine changes 
in their economic status which would effect their continued eligibility. 

6. The provisions for identifying each person certified. 

7. Assurances that welfare grants or similar aid shall not be reduced because 
of receipt of commodities. 


en 


8. Assurances that distribution of commodities shall not be used for further. | 
ing the interests of any political party, and that there shall be no discrimination | 


in the distribution of commodities because of race, creed, or color. 

9. Assurances that recipients shall not be required to make any payments in 
money, materials, or services for or in connection with the receipt of commodéi- 
ties, and that they shall not be solicited in connection with the receipt of com- 
modities for voluntary cash contributions for any purpose. 


10. The manner in which the distributing agency plans to supervise the pro- | 


gram. 

The commodities are shipped in carlot quantities to central distribution points 
within the State where the State agency accepts title and assumes responsibility 
for all intrastate distribution costs. The Department of Agriculture maintains a 
vested interest in the commodities to insure that they are distributed only to those 
persons for whom they are donated. The State agency is responsible for proper 
storage and distribution only to eligible recipients. It is the responsibility of the 
State agency to maintain complete accountability of the commodities so dis 
tributed and render such reports to the Department as are required. 
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Mr. Latta. I saw some records that the County Van Wert sent me, 
and it did not look simple to me. 

Mr. Mizier. You will find that to be a State requirement. 

Mr. Larra. Cannot the Federal Government prevail upon the States 
to come up with simpler regulations for the State to use? Maybe it 
is State regulations that are hampering. / 

Mr. Minter. You will find the Federal Government consigns the 
food to the State. The distribution becomes the responsibility of the 
State. I am not too familiar with this, but I presume there are gen- 
eral guidelines as to the method of bookkeeping used, but I will fur- 
nish for the record an explanation in simple terms, as the chairman 
suggested. 15 oe : 

Mr. Smiru. As a matter of fact, a lot of county commissioners in 
the State of Kansas do not want to pay for this food. 

Mr. Mixer. That is correct; they do not want to use county funds 
to pay for distribution. 

Mr. Smiru. They will not pay transportation costs or furnish stor- 
age or take responsibility for it. They say, “We have gotten along 
all right for a long time. Let these people work.” There is that 
attitude. It is not all centered right here in Washington. 

The Carman. I agree with you. I think that is the trouble. 

Mr. Jounson. I have had inquiries from Wisconsin. A lot of them 
say there is too much redtape. 

The Cuamman. As I understand it, you have surplus commodities 
and the State requests you to send in a carload of cornmeal or flour 
for needy people. You consign it to the State. The State then makes 
it available at the county level. Somebody must be responsible for the 
records. But even if it got to the county level and the church people 
or some charitable organization had to distribute the food, that would 
still meet your requirements, would it not ? 

Mr. MitiEr. On family feeding programs we require the States to 
be responsible. They generally hold and do hold the counties respon- 
sible for the distribution. We do have institutional feeding where the 
institution is held responsible for the distribution to its members. 

The Cuarrman. This 700-odd figure in North Carolina might be in- 
stitutional feeding. 

Mr. Mixer. The table shows this figure to represent needy persons 
in family units receiving donated foods. 

The Cuarrman. Suppose I could encourage some county commis- 
sioners to provide a distribution system for surplus food for needy peo- 
ple and without requiring the expenditure of local taxpayers’ money, 
and that some church organization or the Salvation Army or any other 
reputable organization agreed to distribute the food under the direc- 

tion of the welfare offices. Would that meet your requirements ? 

Mr. Mitirr. I could not say as to the direct distribution in family 
feeding whether it could be done by church organizations or not. 

The CHatrrMan. You doit in foreign countries ? 

Mr. Minter. Yes, we do. 

The Cuatrman. If we do it in Italy or in Brazil, why can we not 
do itin North Carolina? 

oe Mitirr. We may do it in some instances but I am not familiar 
with it. 
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The Cuarrman. Where you have volunteer organizations willing to 
contribute food to our own people at home, it seems to me you should 
approve that. I would like for you to look into it when you put this 
information into the record which Mr. Latta and I have requested, 

Mr. Miter. I will see if we are doing any of that. I know we ar 
doing a great deal of it in the institutions where the institution dig. 
tributes food to those people who are in the institution. Whether we 
are at the present time permitting distribution in the family-type food 
donation program to be conducted by church organizations I do not 
know. 

The Cuarrman. I would not suggest that you turn it over to church 
organizations without supervision of the county welfare offices be. 
cause the county welfare offices must certify the need. 

Mr. Mixer. In those conditions I think it could be done if you had 
the county officer supervise. 

Mr. McMititan. Who would be responsible for the costs of loeal 
transportation and distribution ? 

The Cuarrman. That is a good question because Mr. Smith just 
suggested some counties were unwilling to pay for transportation. Do 
you charge the State or county with transportation ? 

Mr. Mitier. No; we deliver to the point they designate. 

The Cuamman. You deliver to the point designated by the State! 

Mr. Miuier. Yes; in carload lots. Generally speaking, those com- 
modities are broken down in 

The Cuarrman. That part of the transportation from the central 
depot to the county level the county has to pay ? 

Mr. Miter. It is the responsibility of the county. Mr. Koeni 
tells me we will permit States to set up their own method of distn- 
bution. If it is agreeable in a State agency to distribute commodities 
through a church or welfare organization, we permit that to be done 
under certain circumstances. We will supply information on that 
for the record. 

(The data referred to above is as follows :) 





Use oF VoLUNTARY AGENCIES AND PERSONS IN DISTRIBUTION TO NEEDY 
FAMILIES 


Although the Department of Agriculture places the entire responsibility of 
the distribution program upon the State agency through its agreement, the 
State agency may, if it desires to do so, utilize the services and facilities of 
voluntary agencies in the physical distribution of commodities. The Department 
will not permit such voluntary agencies to act as certifying agencies since 
certification is restricted to that agency or agencies of the State or local 
government responsible for public welfare. Voluntary agencies may be used, 


however, as referral agencies provided the appropriate legal welfare agency | 


assumes final responsibility for certification. 

Although in many communities in several States participating in the family 
distribution program the voluntary agencies are assisting by acting in the 
capacity of referral agencies and in making distribution of commodities, the 
Department of Agriculture feels very strongly that the best interests of the 
program can be served if program responsibility is carried out only by those 
agencies of State and local governments which have a legal responsibility and 
which can be held legally accountable for the commodities distributed. 


Mr. Jounson. Who sets up the criteria as to whether there is need 
or not ¢ 
Mr. Mituer. The State does it. We have general guidelines, but 


the details and responsibility for setting up the criteria lie with the | 


States. 
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The CuarrMAN. Mr. Smith. 

Mr. Smiru. I think we should bear in mind that the county commis- 
sioners and the county officials are elected by the people, and there are 
a lot of grocerymen and others who thing you better see about buying: 
these groceries from them, that they are paying the taxes. I think 
there is a lot more here than just saying, “Why don’t you give it 

way ?” 

; Mr. Miutuer. There is a lot of reasoning in counties other than a 
reluctance to furnish money for distribution that keeps them from 
having the program. What you mention is a factor in many instances. 

The CHARMAN. Every time we propose a food-stamp program the 
officials of the Department of Agriculture say that this food is alread 
available to the people, that we do not need a food-stamp program. 
food-stamp program would provide for a distribution of surplus 
commodities through the corner merchant. I see no objections to 
trying that as an experiment. The thing that discourages me about 
all this so far in these hearings is that no one yet today has come up 
with anything new. It seems to me unless we find some new avenue, 
some more effective way to dispose of this surplus, we will be buried 
beneath it forever and that we will never dispose of it. What will 
happen to the corn crop this year of 4,100 million bushels?) And what 
is going to happen to these other commodities? Unless we do some- 
thing that we have not been doing, we are going to remain right where 
we are. 

Mr. Mitirr. Congressman Cooley, let me*hasten to say that under 
a food stamp plan you might get a greater participation of the indi- 
vidual, you might feed more people, but you do not attack the surplus 
problem by the use of a food stamp plan. 

The Cuamman. Why? 

Mr. Miter. Because under a food stamp plan—the ones proposed 
thus far—there can be no effective control over what commodities will 
be available under the plan. In the absence of that, you cannot intel- 
ligently attack a surplus problem unless you are able to direct your 
plan to cope with your surplus problem in the various commodities. 

The CuarrMan. Suppose you restrict the food stamp plan to sur- 
plus commodities alone. I can see why you would not want to provide 
them with ice cream or peaches and everything else, but if you would 
make wheat and flour and dairy products and powdered milk avail- 
able, anything in surplus supply, if you put it on a food stamp pro- 
gram it seems you would distuibiate it quickly. 

We have a program now that is free of charge. If they bought it 
through the corner grocer with a food stamp plan they would have 
to pay something. 

These local officials are not going to make this food available. My 
own State is an example because fewer people in North Carolina are 
receiving food than in any other State. It is due to a local situation 
and not to the Federal program. 

Mr. Miniter. If there were general need for a food distribution pro- 
gram these people are elected and would provide a food distribution 
program if it is greatly needed. It is available. I cannot see why 
they do not take advantage of it. 

Mr. Smirn. Public opinion still controls in many places in America. 

The Cuamrman. Are there any further questions? 
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Mr. Pirnte. I have a question that relates to another matter. That 
was with reference to the sale of dry skim milk. It is my under. 
standing that some time ago this situation came to the attention of the 
Department and you were going to make an investigation as to whether 
or not there could be some control over the ultimate use of dried skim 
milk. In other words, it has been used in certain locations to create 
filled milk. 

Mr. Mitier. Yes. 

Mr. Pirnie. And therefore it came into competition with evapo. 
rated milk because of its low cost, the low cost of the basic element, and 
it was unfair competition. Has the Department reached any conclu. 
sion in regard to that ? 

Mr. Mixer. I am familiar with the subject, but I would rather 
have Mr. Myers or Mr. Ioanes answer the question. There is a good 
reason for our not going into it. 

Mr. Ioanes. This question involves the sale of nonfat dry milk 
under title 1 of Public Law 480, presumably to the Philippines. 

Mr. Pirnte. Yes. 

Mr. Ioanrs. We did have a program in early 1957 that did move 
some nonfat milk to that country and part of it was used in produe- 
tion of filled milk. 

At the time the program was put together the plants for produe- 
tion of filled milk were not completed. We did not know at the time 
that the solids would be used in filled milk. This is a comparatively 
recent development in the Philippines, this new industry, and for a 
good period of time we were not sure it would succeed; that is, that 
the product would sell and gain consumer acceptance. It has 
succeeded. 

It is our conclusion today that the filled milk is eating into the 
evaporated milk market. Therefore, we would have to be very care- 
ful in any future program with that country for the movement of 
nonfat milk to make sure that the evaporated milk market was pro- 
tected. If we do have another program with the Philippines oad 
nonfat milk could be used in making filled milk we would require 
that country to buy a certain amount of evaporated milk as a con- 
dition of getting the nonfat milk so that the total market for both 
products would be increased. At the moment it is very doubtful that 
we will have another program with the Philippines. We do not 
have a program in being at the present time. 

Mr. Prirnte. Likewise, you would observe the same precaution in 
any other location ? 

Mr. Ioanes. Yes, sir. 

Mr. Pirnie. You feel, the situation having come to your attention, 
you are now adequately on guard ¢ 

Mr. Ioanzs. Yes, sir; I think we are. 

Mr. McGovern. Mr. Chairman. 

The CuHarrman. Mr. McGovern. 

Mr. McGovern. Mr. Miller, earlier this year I sat in on a meeting 
with Mr. Poage of our committee where there were a number of the 
Church World Service people present who had had experience m 
handling the type of treaty aspects of the program. As I remember 
it, they told us at that time they thought they could easily double 
the volume of commodities they were distributing overseas on a direct 
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ople- ene basis if those commodities were made available to 
them; that is, they had the field force to actually handle a volume 
double the amount they were handling. 

I forget all the reasons they listed why they were not getting those 
De olities, but it seems there was not a sufficient variety, not enough 
oil, fats, things of that kind. Do you have any comment on that? 

Mr. Muer. Let me say, Congressman McGovern, that this is one 
field of activity in which - feel we can expand ‘and implement our 
food for peace program. I think Church World services, the Catholic 
organizations, CARE, and the other groups have done a magnificent 
job in distributing our surpluses throughout the world. 

Mr. McGovern. I do, too. 

Mr. Mutter. I think they are to be commended on their belief that 
they can do even a better job, and we think they can, too. We have 
every intention of exploring to the fullest the possibility of providing 
more food and agric ultural surpluses through their avenues for dis- 
tribution because they have been able to distribute throughout the 
world in a manner in which we are unable to do because they have 
staffs meupeed to handle such programs as they have been operatin«. 

Mr. McGovern. We have had a lot of discussion throughout about 
the necessity of moving into what we call people to people contacts 
and it has always seemed to me that this is almost a perfect example 
of that type of activity. 

Mr. Mitier. That is what the people that are equipped to do the 
job desire to do. Dr. Myers would like to add something to that. 

Dr. Myers had a little statement he would like to make, Mr. Mc- 
Govern. 

Mr. Myers. With regard to the title III donation program, I cer- 
tainly second what has been said here. We too have been meeting with 
these organizations, and it is our intent to help and persuade them to 
do even more, but I think it is important to keep one point in per- 
spective, and I say this with absolutely no discredit to what they are 
doing. They told me they are distributing about 1 million tons a 
year ‘and that they might be able to double that within a period of 2 

3 years. I would like to point out that while that sounds large 
oui to us as individuals it is only equal to somewhere around 35 
million bushels of wheat if you put it in terms of wheat. The dona- 
tion program with all its value is not really a major surplus disposal 
measure. It is a humanitarian, people to people thing. That is why 
we are talking also about things like national reserves and pushing the 
commercial markets and pushing other measures which move large 
quantities in order to have some measures which are really surplus 
disposal and some measures which are primarily humanitarian. This 
title IIT falls in the latter category. 

Mr. McGovern. That is true. 

‘ Mr. Myers. I say that only to put it in perspective because I am all 
or it. 

Mr. Jounson. Going back to the nonfat dry milk operations in the 
Philippines, how long | has that been developed ? I thought you said 
it was very recently. I understand it has been going on for some 
period of time. 

Mr. Ioanrs. These plants we are talking about, I think the first one 
went into operation in 1957. 
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Mr. Jounson. Are they not owned by American businessmen ? 
“eer Ioanes. American businessmen have interests in two of the 
piants. 

Mr. Jonnson. Could you name the American businessmen that haye 
interests in them ¢ 

Mr. Ioanxs. I cannot name the businessmen, but. I can name the 
companies. I think that the General Milk Co. is one, which is the 
export arm of Pet and Carnation, and I think the other is Consolj- 
dated Dairies of Seattle. 

Mr. Jounson. Well, how long does the contract with the Philippines 
have to extend ¢ 

Mr. Ioanes. I think it is finished. I think the last shipment was 
made a while ago. 

Mr. Jounson. We had testimony before the Dairy Subcommittee a 
year ago in regard to the way that the sale of condensed milk had 
dropped off. 

Mr. Ioanrs. Evaporated milk; yes, sir. 

Mr. Jounson. When did they start this nonfat milk operation in 
the Philippines? 

Mr. Ioanes. Sir, I think they started operating in 1957. 

Mr. Jounson. In 1957? 

Mr. Ioanzs. Yes, sir. 

air. JoHnson. How long a contract do you have with the Philip- 
pines ? 

Mr. Ioanes. We began negotiating it in 1956. It was signed in 
early 1957 and the shipments under it were completed within the last 
few months. 

Mr. Jounson. And, the plant started in the Philippines in 1957? 

Mr. Ioangs. Yes, sir. 

Mr. Jounson. Did not the Dutch ask us to stop our sales of nonfat 
dry milk to the Philippines ? 

Mr. Ioanes. No, sir. 

Mr. Jounson. I understood the Dutch had been here and asked us 
to enter into an agreement with them not to sell nofat dry milk in 
areas where they were using it to make filled milk. 

Mr. Ioangs. Not to my knowledge; no, sir. 

If the Dutch had been here asking for this, we would have heard 
about it. 

Mr. Muxr. They have not talked to me about it. 

Mr. Jounson. Outside of the Dutch, what other countries would be 
competing with us on the sale of nonfat dry milk? 

Mr. Ioanzs. I would say the principal competition in the Philip- 
pines is with the Dutch. New Zealand, and Australia put a small 
quantity of product into that country also. 

Mr. JoHnson. You say in the future that nonfat dry milk is not 
going to be sold where it will be used to make filled milk? 

Mr. Ioanzs. No, sir; I didn’t mean to say that. I will clarify itif 
I left that impression. What I said was that it would do it and if 
it could have an effect on our sales of evaporated milk 





Mr. Jounson. It has had, has it not, at the present time, on sales 
of condensed milk? Our sales of condensed milk have dropped off 
very heavily as far as the Philippines are concerned. 

Mr. Ioanzs. There has been a decrease. 
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Mr. Jonnson. Do you know the extent of the decrease ? 
Mr. Ioanes. I could furnish it, but I could not give it to you at this 
@. 
aie, Jounson. I think the situation has become so bad that Con- 
man Fred Marshall has introduced legislation to stop the sale 
of nonfat dry milk where it is going to be used to make filled milk. 

Are you aware of that legislation? 

Mr. Ioanes. Yes, sir. 

Mr. Jounson. I think there is going to be a move to have a restric- 
tion put on Public Law 480 along that line. I wonder if the Depart- 
ment has given any consideration to that kind of legislation. 

Mr. Ioangs. Sir, we have not discussed it and we can only give 

ou a personal opinion, but I think it would be unfortunate if we 
had this in the legislation. 

Mr. Jounson. For what reason ? 

Mr. Ioanrs. Primarily because we would be shutting ourselves out 
of a chance of selling some nonfat dry milk. There are many areas of 
the world that produce filled milk that do not import any dairy produ- 
ucts or could not. 

It seems to me nonfat is one of our surplus problems here. We still 
have stocks of it. 

Mr. Jounson. Of course, if the condensed milk is not sold, then we 
have more surplus. We have surplus fat and surplus dry skim milk. 

Mr. Ioanes. If we do not sell evaporated milk to a particular mar- 
ket it would seem to me we would not be hurting ourselves or anybody 
else, but I do repeat, sir, that in those cases where you have the two 
points of interest, together, where a country would ask for nonfat 
dry milk to use in part to make filled milk and where we have an 
established commercial market for another dairy product such as 
evaporated milk, we would agree that the precaution should be taken 
to insure that the production of filled milk using our nonfat does not 
impair the market for our evaporated milk. 

Mr. Jounson. When will this contract with the Philippines be up 
for renewal ¢ 

Mr. Ioanes. It has been in negotiation for renewal for some time 
and I repeat what I said before: We are very doubtful that there will 
be a renewal. 

Mr. Poaer. In the situation that you have just described—a place 
where we had a substantial market for evaporated or condensed milk— 
is not the Philippines a good illustration of that and is not the sale 
of this nonfat dry milk in the Philippines actually displacing our 
own market for evaporated and condensed milk? Is it not actually 
doing it? 

It is not a question of a hypothetical case. 

Mr. Ioanezs. It could have done it. 

Mr. Poags. Well, has it not done it? 

Mr. Ioanzs. I would say yes, sir; it has impaired the market to 
some extent. 

Mr. Poace. Then had we not better, under the very formula you 
have told us about, close up on the nonfat dry milk as fast as we 
can ? 

Mr. Ioanes. I am not sure. 
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Mr. Jounson. Why is it we are selling it cheaper to the Philippines 
to be used for nonfat dry milk than we are selling it for animal feed 
in this country ? 

Mr. Ioanrs. We are selling the nonfat dry milk to the Philippines 
at 





Mr. Jounson. You are selling it for less than we could get for 
animal feed in this country. 

Mr. Ioanegs. No, sir; I do not think that is correct. 

Mr. Jounson. What are we getting from the Philippines for non. 
fat dry milk? 

Mr. Ioangs. We are getting our export price, which is commer. 
cially 

Mr. Patmpy. Currently our export price, I think, is 8 cents a 
pound, and our selling price for animal food in this country is 10,75, 
I believe. 

Mr. Ioanes. Then I stand corrected. 

Mr. Jounson. It is 10.75 for animal food ? 

Mr. Ioanrs. Yes, sir. 

Mr. Jounson. And we are getting 8 cents on export? 

Mr. Ioanrs. Yes, sir. 

Mr. Jounson. Then my statement is correct. 

Mr. Patsy. This is what we recognize as being the competitive 
world price today and we try to keep these prices competitive, 

My. Poace. Can you tell me what advantage the U.S. Government 
gets out of losing its market for evaporated milk on the one hand 
and losing money on the sale of the dry skim milk on the other hand? 
It does both under this transaction you are telling me about. 

What is the advantage to the United States? What do we get? 

Mr. Ioanes. Mr. Chairman, I will try to answer both of these 
points. On the question of the sale of milk for feed I take it we are 
selling as much as we can at the 10.75 price. 

Mr. Patmpy. Could I make a comment on this? 

Mr. Poace. Certainly; that is what we want. That is what we 
have you here for. 

Mr. Patmpy. Mr. Chairman, again, it goes back to the basic legis- 
lation under which we operate to be competitive in a world market, 
and 8 cents presently is our determination as being the competitive 
price on dry skim. You can take any number of commodities but this 
is a situation unto itself. Domestically, we sell it at 10.75, or there- 
abouts. We will supply the exact figure. We have a limited outlet 
here, and as to whether we could sell more or not, I am not in a posi- 
tion to say whether we could by drumming up sales. 

I do not know. 

Mr. Ioanes. This would be information I wanted to bring out, 
Congressman, and Mr. Poage, that the higher price you get for feed 
is in a limited market. The 8-cent price for export applies to all 
sales of nonfat milk no matter where they go. Your point, sir, is it 
not time to close up shop is one that has had us scratching our heads 
for a number of months, and the problem we have is this. It is prob- 
ably true that the Philippines are going to keep on producing filled 
milk. We are not the only country in the world that produces non- 
fat milk. A number of other countries do. We have one of two 
choices; we can make. We can close up shop and stay out entirely, 
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but there is a good chance that they will be able to buy their nonfat 
milk from somebody else, or we can in the long run try to maintain 
that part of the market for the United States. 

So, what we have done in looking at this program is to try to find 
a way to hold the current level of U.S. commercial marketings of 
evaporated milk by requiring the Philippines to buy that amount 
with dollars, and then say “if you want nonfat milk, which you have 
the right to use in making filled milk, that would have to be in addi- 
tion to the amount of evaporated milk you have been buying for 
dollars.” 

That was the reasonable approach, we thought, which would meet 
the point about keeping the two in balance. 

Mr. Poace. That sounds rather reasonable,.but let us find it out 
for a fact. 

Are you requiring the Philippines to buy as much evaporated and 
condensed milk as they previously bought ¢ 

Mr. Ioanes. Sir, I would have to check the record on this. I know 
we have a specifie number under negotiation and as I recall it is related 
to the amount they have been buying; it is not as much as they bought 
a few years ago. 

It does recognize in part the downtrend in purchases. 

Mr. Poacr. But, I was under the impression, and I am sure, as you 
have stated, that their purchases of condensed and evaporated milk 
have been falling off . 

Mr. Ioanrs. They have. 

Mr. Poace. That is right. 

If they had been falling off, it seems to me, even though we have 
such an agreement, the agreement is not being carried out. 

Mr. Ioanrs. No, sir; I had better repeat this, Mr. Congressman, if 
I can: The agreement that you are talking about was initiated in 
1956 and signed in 1957. All shipments under it have been completed. 
So, there is no agreement now. It isover. At that time the filled milk 
plants we are talking about were not yet in production and we did not 
know whether the product was going to sell. They do not all succeed. 
We did not know for a fact that the nonfat would be used in the plants. 
It turned out that they were, and it turned out that the plants were 
successful. A that time we did not have the protective features in 
the agreement for the evaporated milk that I described in the agree- 
ment now in negotiation. 

Mr. Poacr. You mean, then, that we do not have an agreement with 
the Philippines to maintain the purchase of evaporated and condensed 
milk ¢ 

Mr. Ioanes. No, sir. 

Mr. Poace. But you think that if you enter into another agreement 
that you will put it in there ? 

Mr. Ioanrs. That is right, sir. 

Mr. Poace. Well, I just did not understand. I understood you to 
say that we had required the Philippines 

Mr. Jounson. That agreement, as I understand it, was entered into 
before they started making the filled milk in the Philippines. Since the 
agreement was entered into they started taking the dry skim milk and 
making it into filled milk and selling it through that area. 

It was going into other countries as well as the Philippines. 
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Mr. Poacr. That confuses me still further. Let us find out about 
it. 

Mr. Ioanes. Sir, he understands what I said. 

Mr. Poace. He probably does, but I do not, and it is probably just 
because I do not understand the business when you are talking about 
filled milk. 

Mr. Jounson. They are using coconut oil instead of the fat. 

Mr. Poace. I know what they are doing with dry skim milk, of 
course, and how they make filled milk, but let us understand this and 
find out what the facts are. I do not understand the facts. He said 
that the agreement was in existence. He did not say what agreement, 
Do you mean you had an agreement with the Philippines to maintain 
the purchase of evaporated and condensed milk at the then existing 
levels prior to 1956? 

Mr. Ioanes. Would it be useful, sir, if I would repeat it? We 
started negotiating an agreement with the Philippines in 1956, 

Mr. Poaer. You did not have any agreement prior to 1956? 

Mr. Ioanes. That is right. In that agreement there was no pro- 
vision to protect the evaporated milk market. Subsequently, the 
plants got into operation to make filled milk. It happened that part 
of the nonfat was used in that production. The plants turned out to 
be successful ventures. The shipments under that agreement of non- 
fat have been completed. If we do it again and if we have another 
agreement, it would be our opinion that we should protect the evap- 
orated milk market by getting the requirement that they buy a cer- 
tain amount commercially as a condition to getting nonfat milk and 
as a condition to make filled milk. 

Mr. Poace. One more question, and this is not a question of policy, 
but of fact : 

Do you think it is adequate to provide in any future agreement 
that they agree to purchase a certain amount—‘A certain amount”— 
of condensed and evaporated milk, or do you think that the agree- 
ment, in order to protect our market, ought to provide that they pur- 
chase the amount that they have been purchasing in the past? A 


“certain amount” could be a dozen cases, but are you telling us that | 


you are going to have a token amount or that you are going to main- 
tain the amount that we have been selling? That is what I want to 
know. 

Mr. Ioanes. Sir, it would be an amount related to what we have 
been doing in the recent past. You have a history-— 

Mr. Poace. I know it is an amount related to it, but so is 65 per- 
cent of parity related to parity, but it isn’t parity. I want to know 
whether you are going to maintain that market as it now exists, or 
whether you are going to accept a percentage of that market? 

Mr. Ioanes. We would do our best to maintain it as it now exists. 

Mr. Jonnson. Not as it was in 1956? 

Mr. Ioanes. No, sir. 

Mr. Prrnte. Would the gentleman yield? 

Mr. Jonnson. Yes, sir. 

Mr. Prrnte. I would like to ask about this question of price on 
this skim milk that you are selling. 

Is it your understanding that if we were not to supply it that 
there are other sources in the world market that would supply it at | 
that same figure ? 
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Mr. Ioanes. Yes, sir. 

Mr. Miuuier. We have New Zealand right at the south of us. 

Mr. Pirnte. But, the figure is the world market price, and it is 
competitive? = = 

Mr. Ioanzs. Yes, sir. 

Mr. Mutter. We have recently advanced our price of dried skim 
from 7 back up to 8 cents. We were selling it at 9 and reduced it to 
7 and then advanced it to 8 cents because of improvement in world 
market prices for dried skim milk. 

Mr. Breepine. Mr. Chairman, I have a personal letter here from 
Mrs. Breeding. She has just been to India. The letter was sent to 
me from Karachi, Pakistan. Mr. Secretary, if you will permit 
me, I would like to read you this letter which bears on Public Law 
480, and the use of wheat in that country: 


When I arrived in Bombay yesterday I received your telegram about looking 
into the wheat situation. I took your telegram to Mrs. Turner, who met me at 
the airport. She is wife of consul general at Bombay. She took me back to the 
American consulate building and introduced me to her husband, who in turn 
called a Mr. Sellers (or something like that), who is with Foreign Marketing, 
U.S. Department of Agriculture. I showed them your wire and they really 
talked. They said India is a vegetarian country and raises what they call food 
grain and up to 1954 raised 12 ounces per day per person food grain, In 1954 
raised 14 ounces per person, and that in thin, bad years our wheat was 
a godsend. Also, they could use all the surplus we have if Indian could find 
money or something to pay for it. They said 200 ships in the last year had been 
unloaded in Bombay and returned empty. If only something could be found 
for exchange to send ships back full. They said India is very much in debt and 
is beginning to worry about paying. 

It is their belief that they can never pay, but even at that we can’t let India 
go any way but a democracy. Also, India has to feed her people now if this new 
government lasts. Nehru said India gained her independence before economy, 
where we gained our independence after economy—if you can understand that. 
All of India is so bitter about colonialism that they are afraid of U.S. help, 
for fear we will take away their freedom. When I was in New Delhi, Chargé 
d’Affairs Brown talked to me about the same thing. How can we get the money? 
Indian wants our products but—. Also, I talked to Clarence Raymond Eskild- 
sen, agricultural attaché, Embassy of the United States of America, and he 
brought up the same thing. Both groups brought up the subject of cleaner 
wheat coming in. Said they were getting ready to set up testing facilities, and 
test exactly what comes in and then send a report back to U.S. Department of 
Agriculture, so thought that might help get cleaner wheat, and also cotton. 

In Bombay I was told there is so much Public Law 480 money there they can’t 
begin to ever use it up as the rules and regulations are now. They thought 
something should be done to let some of that money move into different chan- 
nels. They didn’t exactly say what. One man talked about barter trade and 
said we couldn’t expect to get return shiploads from the harbor. It is his think- 
ing that we would have to go back into the interior and bring out some barter. 
In fact, to take Public Law 480 money and build roads, railroads, maybe mines 
or whatever it would take. Some of their talk was over my head, but they were 
very emphatic that India needs American food and help, and if she doesn’t get 
it and has to turn to some other country, she may lose her democratic form of 
government, and that would be the end of American prestige in all of this area. 

Mr. Singh (Congressman Saund’s brother) brought in the same kind of talk 
to me, and said, “We are trying; how it will come out we don’t know.” Also, 
Mr. Nehru brought in the same idea. The country is now 11% years old and 
if it is going to survive it has to feed its people and give them jobs. Their first 
5-year plan was improvement of agriculture to feed the people. The second 
5-year plan they are now in is some agriculture, but to get more industry started. 
Now they are working on what they will do in the third 5-year plan, and by 
this talk will go back to improving agriculture production as first order. So, 
you can see where India would be a big user of our surplus agriculture if pay- 
ment could be worked out. 


44273—59——11 











154 EXTENSION OF PUBLIC LAW 480 


Mr. Brown was very emphatic something had to be worked out, for we 
couldn’t afford to lose India to another country. Also, our technical assist. 
ance program had to be kept up. He went into great length on what we are 
doing in that. Also, in Calcutta a U.S. Information Service (USIS) man spoke 
at great length about our technical assistance and how great it was helping, 
We also had in Calcutta, Bruce Butler, American consul to Calcutta, speak 
and he brought in the same idea of how the wheat and food products were 
helping. Said 76 American ships, mostly wheat, had been unloaded there, 

I hope this helps you and the committee. 

I will try and see someone here in Karachi about the same thing. 

I appreciate your yielding for a personal letter because it did per. 
tain to the subject we were talking about, and what to do with Public 
Law 480 funds in that country, and how to get food to them. 

Mr. Mier. Mr. Breeding, first, I would like to say it is a ve 
comprehensive letter. It is a very good analysis of the situation as 
we know it in India. India, as you know, has been the largest single 
recipient of our aid programs certainly since the recovery period of 
the Marshall plan days. She is by far the largest recipient of prod- 
ucts under title I of Public Law 480 that we have had. At the present 
time under our barter contract that we have with her and under title 
I we are now unloading about all of the wheat through Indian ports 
that we could possibly unload at the present time. 

I think the single biggest controlling factor on the amount of food 
going to India has been the country’s ability to absorb the quantity 
we are putting in there. I think through our food-for-peace pro- 
gram—and not committing anything specifically for India—this is 
an example where we could use our agricultural surpluses to gener- 
ate the funds to pay for increasing unloading facilities, storage facil- 
ities, and inland transportation to enable this food to get back from 
the port inland, where the people can actually consume it. 

Mr. Breeprne. In other words, you would use Public Law 480 to 
help build highways back into the area and transportation facilities! 

Mr. Miuter. Yes, sir; help improve transportation. You know 
you can move a tremendous quantity of wheat and get it back in 15 
miles, but when you get to that point then it starts being transported 
in a bushel bag or a can on somebody’s back, or in a sack that some- 
body carries in their hand. 

You do not move very large quantities of wheat that way, because 
the people who are going to use it cannot come down to that. railhead 
to get it. 

That. is the controlling factor on the amount of food you are able 
to put into a country such as India, and this is true of Pakistan or 
any other country. 

I have just been handed a note to the effect that 34 percent of the 
total U.S. wheat exports in fiscal year 1959 went to India alone—34 
percent of all of it—and we exported 444 million or 450 million bushels 
of wheat. So, tremendous quantities have gone into India. 

There have been in addition to that some feed grains and corn. 

Now, the quantity of wheat that we have been putting into India 
and the quantity of other title I products that we have been putting 
into India has created a vast amount of counterpart funds, The 
use to which this currency will be put is a concern to India and it is 
a concern to us—the State Department and the Department of Agri- 
culture and all other interested agencies in Government. 
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The continuation of such a program could be expected to increase 
the amount of currencies owned by the U.S. Government in India. 
The use to which we will be able to put these funds and the use to 
which India will be able to put these funds in terms of future con- 
tracts are of grave concern toallofus. _ a 

Certainly, the United States has no intention of requiring the use 
of those funds to be made in such a way that might get India or any 
other country back in a position of being a colony of someone. That 
jscertainly not the intention. ; 

Mr. Poacr. For how long a period of time do you loan those funds 
back ¢ oe ie 

Mr. Mutter. For about 20 years, I think, in the majority of them, 
and up to 40 years. 

Mr. Poace. Up to 40 years? 

Mr. Miter. Yes, sir. 

Mr. Poace. At what rate of interest ? 

Mr. Mitter. The prevailing rate of interest. 

Mr. Poace. What is that ? 

Mr. Mitter. The going rate of interest. 

Mr. Poace. What is the prevailing rate of interest in India? 

Mr. Ioanes. It is about 4 or 5 percent. 

Mr. Miter. Four percent. 

Mr. Poace. And at what rate of interest is India getting develop- 
ment funds from Russia ? 

Mr. Mitier. I do not know. I would have to ask the State 
Department. 

Mr. Poace. It is reported in the press that it is 2 percent, but I do 
not know whether that is right or not. 

Mr. Mitter. The State Department probably could answer that 
question better than I. 

Mr. Ioaners. I think that is correct. There was a loan at 2 percent. 

Mr. Poacr. How can we expect the Indians to use this money at 
4 percent even though the Russians are not lending much? Is not 
the very fact that they are lending some money at 2 percent calculated 
or intended to make it practically impossible for us to get them to 
use this money at 4 percent ? 

Mr. Smiru. Mr. Chairman, when did we start making loans at that 
rate of interest ? 

Mr. Mitter. We are going to collect this interest paid in rupees and 
not in dollars, Mr. Chairman. 

Mr. Poacr. On that I would like to ask what you are going to col- 
lect in rupees. When did you make the original agreement with 
India about repayment? Was the original agreement for it to be 
repel in rupees / 

Mr. Mitier. Yes, sir. 

Mr. Poace. Was there a maintenance of value clause in the original 
agreement ¢ 

Mr. Mitter. That is right, but that has been since removed. 

Mr. Poace. That has been since removed ? 

Mr. Miuuer. Yes, sir. 

Mr, Poace. At what value did you take those Indian rupees? 

Mr. Miter. The second statement that we passed out this morning 
gives that information, Mr. Chairman. It was 4.74 at the outset, and 
the rate got down to—that is what it is all the way through. 
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Mr. Ioanrs. I might add that this is one of those countries Wher 
you do not get the ups and downs in the value of the currency that yoy 
do in the other countries. 

Mr. Poace. You do not get the ups and downs, then what advantage 
was it to India to remove the maintenance of value clause ? 

Mr. Ioanes. You have not gotten them up to now, sir. I do not 
think any country which could get this removed would object to jt 
including a country which has had a stable currency. ; 

Mr. Poace. I do not think anybody who owes money would object 
to the removal of that clause. We do not have to force it on anybody, 
I am sure. 

Mr. Ioanes. The maintenance of value—— 

Mr. Poace. The removal of the maintenance of value clause? 

Mr. loanes. That is correct. 

Mr. Poace. Did they ask for it ? 

Mr. Ioanes. They had objected to it but they still signed the Joan 
agreement with it in previously. 

Mr. Poace. Why did we remove the maintenance of value clause? 

Mr. Iloanrs. To speed the money into use. 

Mr. Poace. What ? 

Mr. Ioanes. To speed the money into use. 

In a country like India, for example, even though the wheat is sold 
in the country and the rupees paid to the United States, so long as the 
loan agreement is not signed and the funds not disbursed, the money 
stays on deposit and is not used. : 

We were unhappy about that and most of the people here would 
like to see the money put into use. So, to remove any incentive to 
hold it there endlessly, we removed the maintenance of value provision 


and there is no gain in holding the currency on deposit. It might as | 


well be put to use. There is no gain until there is a change in the rate 
of exchange. 

Mr. Poace. If the situation is such as we have observed that it was 
in some of the South American countries, the United States would lox 
very heavily; would it not ? 

Mr. loanes. Yes, sir. 

Mr. Poace. Why would it not have been better to give them a com- 
petitive interest rate rather than to abandon this maintenance of value 
clause ? 

Mr. Ioanes. Because I think that by and large most of the countries 
would regard as more attractive the dropping of maintenance of 
value instead of the interest rate. I do not think the interest. rate 
would have had the effect of getting loan money into use as the drop- , 
ping of maintenance of value would. 

Mr. Poace. No country that has stable currency objects to the main- 
tenance of value clause. 

Mr. Ioanes. None of them like it. 

Mr. Poacr. You and I would rather be able to pay in chips and 
whetstones than pay in money when our notes come dus, but obviously 
when I sign a note it requires payment in dollars, 

Japan actually volunteered to pay us in dollars, is that not so? 

Mr. Ioanes. Yes. 

Mr. Poace. And they did it for prestige reasons, I understand! 

Mr. Ioanes. With their foreign exchange situation, it was just % 
cheap for them to pay in dollars as in yen. 
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Mr. Poace. You mean that it was just as cheap for them at that time, 
but unless they had absolute confidence in the stability of their own 
country they would not figure it would be just as cheap for them 10 
or 40 years from now. 

Mr. loanrs. Their expectation was that their yen, if paid to us at 
that time, would have been converted to dollars by us through sales 
in Japan and they did get the benefit of the lower interest rate by re- 
paying it indollars, 

Mr. Poacr. That is right. So they got the lower interest rate. It 
was attractive to Japan. The lower interest rate is available to any 
nation that has a stable currency ¢ 

Mr. Ioanes. And a sound foreign exchange backing for the cur- 
rency which Japan has, but some underdeveloped ones do not have 
enough. ; 

I would say that there is a point—and I can bring it up—that I 
should have mentioned before. Even though the 4-percent rate 
sounds high, it is much lower than the orevaifitie rate for relending 
of money in most of the countries we are dealing with, so in a country 
like Brazil they never gave us trouble on the interest rate because their 
relending of those funds would produce 8 or 9 percent. 

The answer to you is, since they in effect made money on relending, 
the interest rate at 4 percent was still attractive. 

Mr. Poacr. Let us see what the United States lost by the abandon- 
ment of maintenance of value. Do you have any figures as to how 
much has been lost up to the present time ¢ 

Mr. Joanrs. No, sir. 

Mr. Poaces. Certainly you did not enter into a far-reaching pro- 
gram of this kind without some idea of what the cost to the United 
States would be? You had some idea what it would cost us. 

Mr. Mitier. We have it, but we do not have it here. 

Mr. Poacr. Will you send it up—an analysis of the anticipated 
losses that the United States will suffer as a result of this removal 
of the maintenance of value clause ? 

Mr. McIntire. Might I ask: If this figure is to be significant as a 
statistic, then must there not be a date? 

Mr. Poacr. I think that there must. We made an agreement with 
Argentina and we agreed to accept pesos at 13.95 to 1. Actually, on 
the market at that time they were 69 to 1. 

Mr. McIntire. In December of 1958 it took 69. 

Mr. Poacr. That is the time we abandoned the maintenance of 
value. 

Mr. Miter. Let us take it from that date to today. We can calcu- 
late that. 

Mr. McIntie. I think we should get a date somewhat like a cur- 
rent date rather than an anticipated date. 

Mr. Poacr. Let us take the value in dollars we would have re- 
ceived under the original agreement when the maintenance of value 
was in effect, and then let us take what we would have received with 

the exchange rate as it existed at the time that you abandoned the 
maintenance of value. You know how much that loss would have 
been. Then let us take the present value. That will give us three 
figures. 

Mr. Ioanes. The last two are so close together, why do we not skip 
from the first to the last ? 
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Mr. Poacr. Because I do not know they are that close together, 
That is what I want to see. 

Mr. Ioanes. It is only a couple of months old. 

Mr. Poace. I thought you just said back in 1958. 

Mr. Ioanes. No. We did it when we testified before this commit. 
tee about 5 or 6 weeks ago. 

Mr. Poace. I beg your pardon. I thought it was 1958. You mad, 
it retroactive to 1958, did you not ? 

Mr. O’Leary. It applied to an agreement signed in the fiscal year 
1959, beginning June 30, 1958. 

Mr. Poace. Then you had a value on June 30, 1958, did you not? 

Mr. O’Leary. The currencies under many of these agreements hayg 
been approved, so they are not in a position to be loaned out. Main. 
tenance of value goes into effect the day the money is disbursed under 
a loan. 

Mr. Poacr. The exchange rate that existed on the day that the loan 

goes into effect; is that right? 
_ Mr. O’Leary. We can take the date of the loan agreements being 
signed and compute from there as to when the repayments were made 
and what the amount of rupees they would have had to pay if there 
had been maintenance of value. 

Mr. Poace. Do that. 

Mr. O’Leary. And by which they would pay without maintenance 
of value, but bear in mind no payments would be due so we will cal- 
culate something that did not exist. Payments do not come due for 
3 years after the loan is made. 

Mr. Poace. Of course not, but payments that become due would be 
due at the rate of exchange that existed at the time that the loan 
went into effect had you not changed this thing. Now the amount 
that you are going to get back is going to be the exchange rate as it 
exists on the day of repayment. 

Mr. O'Leary. No, sir; just the opposite. 

All maintenance of value means really is that we loan 1 million 
rupees on the date that we make the loan, 1 million rupees are worth, 
let us say, $550,000. As each payment is made, beginning the date 
of the loan—and we will say it is made over a 10-year period—that 
would be 100,000 rupees a year if you did not have maintenance of 
value. If they borrowed 1 million rupees over a 10-year period, they 
would pay 1 million rupees with interest without maintenance of 
value. With the maintenance-of-value provision when the first pay- 
ment comes due, they would pay us the rupee equivalent as of the 
date of that payment 

Mr. Poacr. Enough rupees to buy—— 

Mr. O'Leary. 50,000 American dollars. 





—— 


Mr. Poace. Let us get the figures to see how much we would he | 


losing on this basis. 
(The requested figures follows :) 


As a requirement for section 104(g) loans, maintenance of value was elimi- 
nated by the National Advisory Council on International Monetary and Financial 
Problems on April 14, 1959. How much depreciation in book value will result 
depends on what happens to the currencies which are involved. This cannot be 
predicted. 

It is possible, however, to look at the past record of loans and currency de 
preciation to see what might have happened had there been no maintenance-of- 
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yalue requirement. The best indicator of the fiscal significance of the requirement 
js the loan principal—the face value of the loans. We have calculated the present 
value of all existing section 104(g) loan agreements which would exist had there 
peen no maintenance-of-value requirement and compared this with the original 
yalue. The decrease in value works out to 4.6 percent. The average (median) 
joan agreement had been in force slightly over 16 months. cay 

It is emphasized that future currency depreciation cannot be statistically 
predicted with assurance from past events. But if continuance of the past record 
is assumed, then the annual loss in book value can be expected to be about the 
game, or slightly less, than the rate of interest. 

Mr. Poace. Then I would like to ask what your attitude is going to 
be when we try to put back into this bill this maintenance-of-value 
clause. We did not have it in here and we did not think it necessary. 
I am of the opinion it is necessary now and unless I change my mind 
we are going to try to put it back. What is going to be your attitude 
on that ? 

Mr. Miter. We think that it will work to the disadvantage of our 
program because we instituted it as an adjunct to remove part of the 
objections that interested countries participating in title 1 had. We 
think that it will hurt the operations of our programs. 

The CHarrmMan. Suppose that you had the maintenance-of-value 
clause in the contracts that you have with Brazil, what would be the 
situation with the deterioration of their currency ? 

Mr. Miniter. The end result would be, Chairman Cooley, that the 
Brazilian Government is going to have to pay back more of their 
assets to the U.S. Government when the period comes to pay back. 

Mr. O’Leary. The amount of the loan is about triple now. 

The maintenance-of-value provision has not been removed from 
U.S. Government loans made in dollars to a foreign country. It 
still applies. 

Mr. Poace. What about the Development Loan Fund? 

Mr. O’Leary. The Development Loan Fund makes dollar loans 
which are repayable in the local currency. There, the maintenance of 
value applies because we have loaned that country dollars. Here we 
are not loaning dollars; we are loaning the currency of the country in 
the country. The attitude they take is if they borrow 1 million rupees 
they should repay 1 million rupees just as if in this country you borrow 
$1 million you repay $1 million. You do not submit to a maintenance- 
of-value provision that says that if the value of the dollar declines you 
have to pay more dollars. 

Mr. Poace. We did until the Supreme Court handed down a deci- 
sion saying that the language “You should pay back in gold of a fixed 
weight and fineness” did not mean what it said. I suppose that these 
people over the rest of the world are entitled to the protection of the 
Supreme Court of the United States and possibly it is your purpose to 
extend the benefits of the U.S. Supreme Court to the rest of the world. 

Mr. O’Leary. No,sir. All Iam doing is pointing out the attitude of 
the people within the country. 

Mr. Poage. That was in 1933 under the Roosevelt administration. 

It was the “nine old men.” 
_ Mr. O’Leary. All I want to point out is the attitude of the people 
in the governments of the countries that are accepting these loans. 
They say that we are borrowing our own money, we will pay our 
own money back one for one. If we were loaning dollars it would be 
a different thing. 
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Mr. Miuuer. We believe it would be more difficult to operate title ] 
of Public Law 480 with the reinstitution of the maintenance-of-valye 
clause. 

Mr. Poacr. If you believe that, and you do, why do you not destro 
the maintenance-of-value clause in your contracts prior to 1958? J 
know what you are going todo. W hen are you going to do that? 

Mr. Mitxer. I cannot answer that at the present time. 

Mr. Poacr. Why have you delayed ? 

Mr. Ioanes. We will face it when we have to, when we get people 
coming in and saying to us that we have to face it. 

Mr. Poace. These people did not force you to do it. You did it 
voluntarily. Why do you treat some of these people so much better 
than you treat others? 

Mr. O’Leary. There is this difference: this was done with respect 
to future agreements. Now, in the course of a year’s operations you 
cannot pick an arbitrary date and say one thing applies tomorrow 
different from what applies today, so we treated all the agreements 
during this particular year’s program alike. This was for the purpose 
of convincing governments they could take maximum amounts of 
commodities knowi ing the oblig: ations they were incurring when they 
borrowed the currencies— 

Mr. Poacr. You are not voing to say to me, and neither are any of 
the rest of you gentlemen, I think, that it is not your plan to change 
the existing contracts so that you will destroy maintenance of value 
in every Public Law 480 obligation now outstanding? 

Mr. O'Leary. All I am saving is there we have binding agreements, 
Weare ina position to negot tate the things we want. 

Mr. Poacr. You are not going to negotiate. You are not suggesting 
to me von are really going to negotiate. Ts it not a fact that you are 
going to release every outstanding Public Law 480 agreement and 
destroy the maintenance of value in every one of them, and if you do 
not do it you are going to be under severe pressure as being unfair 
and discriminatory ? 

Mr. Miruer. We have not made that decision. We have not had 
the proposition made to us for us to make that decision. We will 
make that decision at the proper time. I am not in a position to com- 
mit us as to what we will do at that time. 

Mr. Poacr. You do not have the slightest idea that you cannot do 
anything other than wipe that out of all contracts, have you? 

Mr. Miizer. No, I am not willing to make that statement. There 
are a lot of intervening circumstances that might arise before that 
decision will have to be made. 

Mr. McIntire. Do I see this situation correctly, that this sub- 
stantially amounts to a creditor relationship on existing contracts, 4 
customer relationship as far as future business is concerned, and 
you will deal with the creditor situation just as any man to whom 
an indebtedness is owed, and he will look at the creditor’s situation 
and deal with him on the basis of what goes on and what the cir- 
cumstances are when the due date comes up? Is that about it? 

Mr. Mrizer. That is a very good analysis of our position. I sus- 
pect one of the times we will be faced with it will be when the reckor- 
ing day comes for repayment. 
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Mr. Poacr. Will you come up here a year from today and give 
me a list of the countries that you have released during the past 10 
or 12 months? 

Mr. Mutter. If we have done so we will be happy to submit their 
names to you. 

Mr. McIntire. On this maintenance of value and your comment, 
Mr. Miller, that to require a maintenance of value provision of the 
contract would diminish your opportunity to develop these exports, 
is it a fair observation that this maintenance of value provision is 
more of a substantial problem in the countries that are economically 
insecure, or underdeveloped, which reflects in the instability of their 
currency and are the very areas that you should get into with this 
program ‘ 2 

Mr. Mivier. You are correct. The areas in which we have the 
greatest opportunity to do more are those areas in which there is more 
likelihood of a devaluation problem, or a reevaluation problem. You 
are correct. 

Mr. Poacr. What about the maintenance of value in the Italian 
agreement ? 

Mr. O’Leary. The Italians probably do not want it out. I think 
that there would be an upward adjustment in the interest level that 
would go with that, and since the lira is one of the most stable cur- 
rencies in the world, they do not intend to lose, and I do not think 
they will ask for it to be taken out. 

Mr. Poacr. What is the difference in interest ? 

Mr. O’Leary. I am not sure. We can find that out for you. I 
think it is a half of a percent. 

Mr. Poacr. Does anyone know ? 

Mr. Myers. We can look up that particular one and get it for the 
record. The difference is usually a half of 1 percent, or less than 
that. 

Mr. Poacr. You are not offering choice at the present time; are 
you ? 

Mr. O’Leary. No, sir. 

Mr. Poacr. You are not requiring maintenance of value from any- 
body, so there is only one interest rate and there is only one type 
of note that they can sign now; is that not right? 

Mr. O’Leary. Yes. 

Mr. Poace. If you made a new agreement with Italy you would not 
have maintenance of value in it? 

Mr. Miter. That is correct, we will not if we can make a new one. 

Mr. Poace. That would be true if you were to sell to any other 
country. Japan will be in the same shape if you make a 480 agree- 
ment with them, which I suppose you will not do. You have not 
made any 480 agreement with Italy this year? 

Mr. O'Leary. No, sir. 

The CHairman. Mr. Myers, can you provide some information 
tomorrow, or the next day, about pending applications? I would 
like also to ask this question—lIs there any saifoimity in the amounts 
of commission paid to businessmen to promote these transactions? 
The reason I ask is because of some rumors that I have heard, that 
some people have made exorbitant profits in promoting these trans- 
actions. I have heard of others who have barely broken even. I 
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realize that it might be difficult for you to have any uniformity be. 
cause each problem is entirely different. 

Mr. Mitier. We do not pay any promotional fees. 

The Cuarrman. I do not mean promotional fees. Perhaps I used 
the wrong expression. 

Mr. Mitirr. Profit that they might make in selling commodities? 

The CHAIRMAN. Profits that businessmen have made not only with 
regard to title I provisions but with barter transactions. I realize 
that it would be difficult to have any uniformity. I have heard with 
regard to French military housing that the man who actually con- 
structed the houses would be doing well if he could break even. On 
the other hand, I have heard of others that—and I do not know their 
names, or any particular cases—have made outrageous profits. | 
realize that you must have a profit motive, otherwise » the businessmen 
of America are not going to engage in these operations. Could you 
give us any infor mation that Ww ould be helpful to the committee? In 
other words, I would like for you to take some transactions from 
their inception up to the time they are consummated and concluded 
and show on paper to the committee just what happens, or what has 
happened. Take any transactions and just give us an example. 

I have a lot of people coming to me and saying, “How can I en 
in this business?” Some people from the tobacco section say > “Why 

can’t we get more tobacco in these barter transactions, and how do we 
go about doing these things ?” 

I do not know what to tell them except to direct them to see you. I 
would just like to know how profitable or unprofitable these transac- 
tions have been to businessmen, for the record. 

Mr. Myers. As I understand it, the first question was pending ap- 
plications. We shall be glad to tell the committee about them. We 
will have to go off the rec cord on some of this. We would not want it 
to be publicized. 

The second question is regarding title I. If the same information 
is desired on barter 

The CHatrman. I would like to have it on barter. I know of one 
transaction that involved tobacco. I just want you to pick out some 
samples and show the committee just how these things start and how 
they are concluded and who handled them and what profits were 
made, 

Mr. Myers. With regard to barter, Mr. Palmby is here. 

With regard to the sample transactions on title I, I would like to 
call your attention to the fact that the point you are referring to is 
something happening in the private trade between the American seller 
and whoever is the purchaser in the other country, and is not a sub- 
ject on which we would have complete statistics. 

Mr. Mituier. Let me say this, Mr. Chairman. Under title I we in 
effect loan money to the recipient countries. They buy in the Amer- 
ican market the commodities that we have specified might be pur- 
chased. The profits that are made by the American businessman de- 
pend upon the best kind of deal thi at the recipient country can ne- 
gotiate with the American exporter. 

The Cuarrman. Do you not exercise some sort of supervision or 
watch over transactions like that? The reason that I bring that up is 
because of this: I do not want to call any names here, but I have been 
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told that one company bought $1 million worth of cotton. They ac- 
tually bought the cotton for $800,000 and made a $200,000 profit on 
the transaction which was not very difficult for them to consummate 
and conclude, and the profit appeared to me to be outrageous. 

If the committee is given some fair examples we can at least study 
them and see if anything else needs to be done. 

You tell me now if you authorize India to buy $1 million worth of 
our surplus commodities you leave it up to India to make the best 
deal they can with the American exporters. 

Mr. Mitier. Generally that is true. Mr. O’Leary is going to pick 
it up from there and tell you what supervision we give to satisfy our- 
selves that they are getting approximately their money’s worth in the 
negotiation. 

Mr. O’Leary. Mr. Chairman, the statute provides in several dif- 
ferent places that this program shall be carried out as a private trade 
program. The sales shall be made through the private trade and the 
private a ‘actices and facilities shall be used. 

When a sale is being made by an exporter to a foreign importer, 
we do not make the exporter come to us and show us what his costs 
have been, where he might have bought the goods, whether he got a 
very favorable price when he bought them, or whether he had to pay a 
high price when he bought them. We do this: we require that the 
sales price to the foreign importer be reported to the Department. 
This price is compared with prevailing export prices at which sales 
of the same commodity from the same area are being made at that 
same time. If this price is higher than the prevailing range of ex- 
port market prices, an exception is taken and a man is required to 
return the difference. The exporter is required to return the dif- 
ference if he has overcharged. As I say, we do not require each ex- 
porter to prove to us what his costs have been in acquiring the com- 
modity. If we did that, we would not do much business under this 
program without an awful big staff. 

So we can supply you with many samples of what the sales price 
was under the program, what the prevailing range was, and if it was 
higher than the prevailing range, we can supply you with the infor- 
mation. It has already been supplied to Mr. Fountain’s subcommit- 
tee, the action taken, the claims collected, the claims investigated and 
found not to be valid claims, and the claims which are still in process. 
But we could not tell you how much profit was made on a given trans- 
action any more than we can tell you how much profit a man made on 
any sale that he might make because we do not have his cost figures 
and his books. 

Mr. Poace. Mr. O’Leary, do you not imagine the basis for the com- 
plaint which came to the chairman was that some exporter moved a 
million dollars worth of cotton and he paid only $800,000 for it? 

Mr. O’Leary. I think the basis for the complaint is this particular 
fellow made a really good buy. 

Mr. Poacr. No. Every man who exports cotton from the United 
States gets a subsidy in kind, and he doubtless got a million dollars 
worth of cotton for $800,000. Whether he got it under this program 
or whether he got it by buying the cotton on the square and picking it 
up a bale at a time, he still got the subsidy when he exported the 
cotton. Do you not imagine that somebody simply heard that “X” 
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concern shipped a million dollars worth of cotton and paid on) 
$800,000 for it? That is as much as anybody pays for cotton that 
they ship. ‘There is a 20 percent subsidy on all the cotton which jg 
shipped, is there not? Is any cotton moving out of the United States 
with less subsidy than that ? 

Mr. O’Leary. It is actually subsidized. 

Mr. Poace. Of course. 

Mr. O’Leary. But it is not 20 percent, I think. 

Mr. loanes. Yes, it is 20 percent. 

Mr. Poace. Of course, it 1s 20 percent or more. 

Mr. O’Leary. If there was an exorbitant profit in this case—~— 

Mr. Poacr. That is not an exorbitant profit. It is just normal 
operation. 

The CuarrmMan. I was just reporting what I heard. The man who 
gave me the information was in error, because there was not $200,000 
profit, but a $200,000 subsidy. He got an order for a million dollars 
worth of cotton and paid only $800,000 for it. 

Mr. Ioanes. Could you give us the particulars of that and we will 
investigate it, if you wish. 

The CHarran. I am sorry, I cannot give you the particulars, 
These rumors are flying around. I do not have information on it, 

Mr. Ioanes. You see, to boil it down to language I understand, what 
we have done is this: To guard against the point you are looking at 
right now, we look at the sales prices which are charged on these 
transactions, and if, in our judgment, the price charged is higher than 
it ought to be in terms of what the market is at that time, we institute 
claims against the seller. 

Would it serve your purpose, perhaps, to give you the results of 
those claims studies so you could see what the range of problem is! 
Maybe that would meet your problem. 

The Cuarrman. That would be very helpful. I think maybe Mr, 
Poage sized it up right, that the man who gave me the information 
just did not understand the cotton subsidy. He figured here was a 
man who paid $800,000 for a million dollars worth of cotton and sold 
it on the market and still made more profit in addition to that. 

Mr. Ioanzs. It could be. 

The Cuairman. Mr. Heimburger wants to ask a few questions 80 
we will have information for the record. 

Mr. Hermpurcer. As the chairman said, I have a few questions here 
in an area which has not been touched on, and we would like you to 
provide us with as simple as possible an answer. 

In connection with your determination of “usual market” which 
you make, I believe, with respect to each country before you enter 
into a 480 agreement, will you describe how you arrive at this deter- 
mination of what that country’s usual market is and indicate clearly 
all of the kinds of imports which you take into consideration, as to 
whether or not they include donations, ICA assistance, and other 
types of Government programs, and also how you calculate what their 
usual marketings of other commodities should be. 

I would like you also to tell us in that connection how your deter- 
mination of usual marketing differs from that used by CCC in arriving 
at usual marketings for barter purposes, so you can rationalize the 
making of a 480 agreement with the country, having determined for 
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your purposes that usual marketings have been complied with, when 
parter proposals for the same country are being turned down on the 
basis that there is no showing that usual marketings are being com- 


lied with, ; 
[ refer specifically to France. 
(The information requested follows :) 


How UsuAL MARKETING REQUIREMENTS AND ADDITIONALITY REQUIREMENTS ARE 
DETERMINED 


Public Law 480 directs that reasonable precautions be taken to safeguard 
usual marketings of the United States involving sales for foreign currency and 
parter of surplus agricultural commodities. In negotiating programs for the dis- 
posal of surplus agricultural commodities under title I sales agreements, appro- 
priate assurance are obtained from participating goyernments that reasonable 
safeguards will be taken that such sales shall not displace U.S. usual marketings 
or be unduly disruptive of world prices or normal patterns of commercial trade 
with friendly countries. Similarly, in negotiating barter contracts, the Secre- 
tary of Agriculture is directed to take reasonable precautions to assure that bar- 
ter does not replace cash sales for dollars or unduly disrupt world prices of agri- 
cultural commodities. Protection of usual marketings under title I is accom- 
plished by requiring the importing countries concerned to maintain their usual 
commercial imports from the United States and other free world sources by 
establishing “usual marketing requirements.” 

These usual marketing requirements are determined on the basis of a repre- 
sentative historical period of from 3 to 5 years unless there are extenuating cir- 
cumstances. The average annual commercial imports from the United States 
and from friendly countries during the historical reference period become the 
annual usual marketing requirement for title I agreements. Exceptions have 
been made where the importing country’s foreign exchange position is so weak 
that it would be undesirable in terms of overall U.S. objectives to insist that a 
substantial part of its limited foreign exchange holdings be used to maintain 
usual commercial imports of food or fiber. Inasmuch as title I sales programs 
are government-to-government agreements, it is possible to protect commercial 
marketings under the procedure outlined above. If an importing (title I) coun- 
try falls behind schedule in maintaining its commercial imports, purchase 
authorizations under title I are withheld until the commercial marketing require 
ments are fulfilled. 

Title I sales agreements specify the minimum quantities that the importing 
countries agree to purchase as their usual marketing commitment. 

We have signed agreements with France for the sale of cotton and tobacco 
under title I. All of these agreements provided for the purchase from the 
United States of specified amounts of these commodities (in addition to the 
title I amounts) as the usual marketing requirements. All of the French usual 
marketing requirements have been met except those in effect for the current 
period, and we have no reason to expect that these requirements will not. be met 
within the specified period. 

Department records do not show that any barter offers involving exportation 
of cotton or tobacco to France were rejected on the basis of inadequate assurance 
that such exports would be additional to usual marketings of United States. 
A number of such offers have been received and turned down for other reasons— 
such as that the material offered was not eligible for acquisition through barter, 
the price of the material offered was excessive, or the offeror failed to supply 
acceptable documentation regarding the auxiliary leg of a proposed multilateral 
transaction. 

In contrast to title I, the barter program is conducted generally without 
government-to-government agreements; thus under barter it is not possible in 
most cases to employ the same type of devices which have been adopted to 
protect U.S. usual marketings in connection with title I sales transactions. 
Under the barter program, a country-by-country analysis is made of current 
economic and finacial conditions and the country’s record of dollar imports of 
U.S. agricultural commodities eligible for barter. In countries having a poor 
or fair financial position, no limitation is placed on barter transactions except 
in those instances where the country has a sizable record of dollar purchases 
from the United States. In such instances, bilateral or multilateral barter 
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transactions are required in lieu of usual marketing assurances on the basis that 
such transactions will maintain or expand the country’s purchasing power, |p 
countries in a relatively good financial position having a history of dollar imports 
from the United States, not only must the barter transaction be bilateral or muitj. 
lateral but also the Department must reasonably satisfy itself that the pro 
transaction will not result in replacement of dollar sales or unduly disrupt 
world market prices. Where such countries do not have a sizable record of 
dollar purchases of the agricultural commodity, the only limitation is that the 
barter transaction must be bilateral or multilateral. In those cases where the 
Department must be reasonably satisfied that a proposed barter will not replace 
dollar sales (additionality), the Department has established the following 
guidelines : 

(1) In countries where a title I, Public Law 430 program exists, the Depart. 
ment attempts to reach an understanding with the importing country that any 
barter commodities would not apply against U.S. usual marketing requirements 
established under title I. The importing country is requested to notify its im- 
porters of this requirement which obviates the need for individual importer 
assurances. However, there are very few title I sales agreements with countries 
in relatively good financial positions. 

(2) In eases where the government of the country importing barter commodi- 
ties is in position to assure that such imports will not replace imports for dol- 
lars, documentation from the government of such country to this effect is ob- 
tained whenever possible. Such documentation is similar to a usual marketing 
requirement developed under a title I agreement. 

(3) In cases where there are no title I agreements or where governmental 
assurances cannot be obtained, individual importers are invited to submit doen- 
mentation demonstrating that barter imports will be additional to their regular 
dollar purchases from the United States. The documentation generally includes 
the importer’s historical imports from the United States and other countries, 
quantities, exclusive of barter, that the importer has purchased and plans to 
purchase from the United States during the current year and reasons why im- 
ports under barter would be additional to imports for dollars from the United 
States. These data are evaluated by comparing them to the firm’s past dollar 
purchases, the country’s past dollar purchases, and the Department’s estimate 
of the country’s dollar purchases of the commodity in the current year. Such 
other factors as may be appropriate are also taken into consideration. In the 
ease of wheat, additional consideration is given to preserving the normal trade 
patterns of wheat exporting countries signatory to the International Wheat 
Agreement. 

As approved by the Additionality Committee on July 23, 1959. 


Mr. Hermeurcer. Will you give us a table showing the use to which 
these foreign currencies are put, what percentage of these forei 
currencies we are receiving in payment for surpluses are actually 
being used or planned to be used to replace dollars which would other- 
wise be spent. 

That is one of the questions asked every time the committee con- 
siders this matter, and we have never had any satisfactory figures on 
that. 

Mr. Ioanrs. That would be otherwise spent by the U.S. Govern- 
ment ¢ 

Mr. Hermepurcer. By the U.S. Government, that is right. How 
much of this soft currency is actually going to replace dollars which 
it would otherwise appropriate and spend. 

Mr. Mriuier. That is all uses, Mr. Heimburger—foreign aid pro- 
grams, military expenditures? 





Mr. Hermpurcer. All operations of title I. Don’t get into ICA and 
the rest of it. Confined to all possible uses of title I currency. 

Mr. O’Leary. That involves the question of how much more money 
would have to be spent for defense purposes in Pakistan if we did 
not have the title I currency being used to support Pakistan forces. 
It involves how much larger would the mutual security program be in 
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many countries if we did not have title I funds to use for those 
urposes. 

r, Hemevrcer. I will leave up to you the criteria that you use 
yse in determining what is a saving of appropriated dollars. That is 
the reason we are asking for the information. We do not know the 
answer. 

The CHamrMAN. May I interrupt just a minute. What you must 
show is that the entire American economy profits by the use of these 
foreign currencies in places where we otherwise would spend dollars. 
Is that right ? 

Mr. Hermevrcer. That is right. I do not mean a dollar saving 
necessarily to the Department of Agriculture. 

(The information requested follows :) 


DoLiaR SAVINGS RESULTING FrRoM Pusiic LAW 480 OPERATIONS 


During the recent hearing, the committee expressed an interest in the amount 
of dollar savings to the U.S. Government as a result of the availability of for- 
eign currencies under title I of Public Law 480, There is no precise answer to 
this question. In the case of some currency uses dollar savings can be shown. 
In some instances indications of dollar savings can be shown but there is no 
statistical method or even a good basis for estimating the amount of such sav- 
ing. And in still other cases there is no dollar saving. The difficulty in answer- 
ing this question stems basically from the difficulty of coming to a judgment as 
to how much additional dollar funds executive agencies of the Government 
might have requested and the additional amount of dollar funds that the Con- 
gress would have provided in the absence of the availability of foreign curren- 
cies. Take, for example, the use of foreign currencies under section 104(a) 
of title I of the act. Funds are provided under this subsection for use in agri- 
cultural market development abroad. Prior to the availability of the funds 
under this subsection, this Department carried on market development activities 
through the use of section 32 funds allotted by the Secretary of Agriculture. 
The ‘amount of funds requested for this purpose and for payment of agricul- 
tural attaché expenses during the current fiscal year is $7,442,000. 

The law requires that a minimum amount of 10 percent of foreign currency 
proceeds under each agreement must be made available for sale by the Treasury 
of the United States unless this requirement is waived by the President. As 
of June 30, 1959, a total of $566.7 million had been made available for such 
sale under this subsection. As of May 31, 1959, Treasury sales had amounted 
to $295 million. These dollars are returned to the Commodity Credit Corpo- 
ration. The amount returned may be less than the amount sold by the Treasury, 
due to exchange losses. In a strict technical sense these are not dollar savings 
to the entire U.S. Government but they certainly are dollar savings to the 
Commodity Credit Corporation since the return decreases the need for ap- 
propriations by the Congress to the Corporation to restore its capital structure. 

There are potential dollar savings to the Defense Department as the result of 
Public Law 765, 83d Congress, as amended, which authorizes the use of not in 
excess of $250 million worth of foreign currencies generated by title I or other 
transactions of the Commodity Credit Corporation for the construction, rent, or 
other acquisition of U.S. military family housing and related community facili- 
ties in other countries. This legislation provides that CCC shall be reimbursed 
from appropriations otherwise available for the payment of quarters allowances 
to the extent the housing is occupied. As of March 31, 1959, $110.9 has been 
allocated for the construction of 6,775 housing units utilizing title I foreign 
currencies, of which 1,511 units have been completed and occupied in the United 
Kingdom and 1,582 almost completed in Spain and 1,313 in Japan. An addi- 
tional 140 units are under construction in Morocco, 493 in Italy, and 819 in the 
United Kingdom. Initially, the Defense Department attempted to use foreign 
currencies obtained under this authority for the entire cost incurred in obtaining 
housing abroad. It was possible to do so in some instances but not in others. 
The Defense Department has been authorized to use appropriated dollars together 
with foreign currencies in their family housing program abroad. Such dollar 
use is limited to 25 percent of the total cost of the project. It is assumed that 
the housing is only being obtained in those areas where the Defense Department 
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has an essential requirement they would otherwise have to meet if foreign 
eurrencies were not available. Therefore, it is entirely probable that the 
Defense Department would have had to increase its dollar appropriation requests 
for military family housing abroad if foreign currencies were not available to 
them. 

Another use of foreign currencies accruing from title I, Public Law 480 gales 
that has some attributes of dollar saving is to procure military equipment, mate 
rials, facilities, and services for the common defense. This use is handled ag 
grant under section 104(c). A total of $279 million equivalent in foreign eur- 
rencies has been used or set up for use for this purpose since the beginning of 
operations under title I. If these funds had not been available for this purpoge 
some portion of this amount might have been required from dollar appropria- 
tions. This, however, would be contingent upon the priority of the program 
when viewed in terms of worldwide objectives of the mutual security program, 

For other uses of foreign currencies accruing from title I, Public Law 480 gales 
it is equally difficult to state to what degree dollar savings have been achieved, 
Loans and grants of foreign currencies for economic development make an 
important contribution to the economy of the countries and to U.S. foreign 
policy interests. It is not possible, however, to make a reliable estimate of the 
amount of additional dollar appropriations which would have been required or 
made had these foreign currencies not been available for these purposes. The 
same is true for other uses of the currencies which are authorized by Public Law 
480, such as international educational exchange activities. Availability of for- 
eign currencies for the purposes authorized by the law permits the conduct of 
very useful and effective programs of great interest to the U.S. Government and 
to the governments of countries where these programs are undertaken. Again, 
however, it is not possible to say to any reliable degree to what extent dollar 
appropriations might have been made to conduct these programs if foreign 
currencies resulting from sales under Public Law 480 had not been available. 

Mr. Hermevurcer. To get back to the subject Mr. Cooley was talking 
about just a moment ago, suppose that under a title I's ale an exporter 
in this country—and let us use cotton just as an example—a cotton 
exporter in this country makes a sale under one of your title I agree- 
ments and purchase authorization. He makes this sale to a subsidiary 
or a branch of that same firm in the purchasing country. For some 
reason—and one reason might be that that country has a freeze on the 
export of its currency earned in that country, or another reason might 
be that there is a substantial difference between the exchange rate in 
your Public Law 480 agreement and the actual street rate in the 
foreign country—the subsidiary or branch of this exporter in the 
foreign country has a substantial amount of the curr ency of that for- 
eign country which it wants to convert into dollars, but cannot beeause 
of. certain restrictions. Suppose this exporter under the title I agree 
ment certifies to you that he has exported X number of bales of 
cotton with a value of $150 a bale, for which he will receive reim- 
bursement. Suppose he has actually exported cotton of a value of 
$125 a bale—in other words, a lower grade cotton than the manifest 

calls for. Obviously there will not be any complaint from the branch 
office in the purchasing country because the net effect of that will be 
to move foreign currencies from that countr y to the United States for 
redemption in dollars at the rate stipulated in the agreement. 

My question is, What procedure for check do you have on the quality 
of the cotton shipped and the quality of the cotton actually received 
to prevent that sort of thing from taking place? 

Mr. O’Leary. You want that answer red for the record, do you not? 

Mr. Hermpurcer. Yes. 


(The information requested follows :) 





Where it is indicated that sales may be made by a U.S. exporter to an importer 
who is also an affiliate of the exporter, special provisions have been provided 
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in the purchase authorization. The purchase authorization provides for docu- 
mentation of the initial purchase price of the commodity, the actual or average 
eost of any processing and handling, and any markup regularly charged. As to 
actual or average costs of any processing or handling and any markup regularly 
charged by such an affiliate, CCC has the right under the purchase authorization 
to require the affiliate to substantiate its costs and markup and to audit its books 
and records in this regard. 

Title I regulations currently are being revised. The revised regulations will 
provide that the special provisions referred to above will automatically become 
part of each purchase authorization. 

In connection with the discussion of price review and profits of U.S. exporters, 
the Department is furnishing a list of claims undertaken as a result of price 
review. 

The list shows claims for excessive price and excessive or improper commis- 
sions, listing the U.S. supplier, the amount, nature of the claim, and disposition 
of the claim. This information was furnished to the. Governmental Operations 
Subcommittee as reflects operations through January 30, 1959. 


Claims for excessive price and excessive or improper commissions under title I, 
Public Law 480 


Name P.A. No. | Amount | Nature of demand Disposition 


WASHINGTON 











Interoceanic Commodities Corp 14-01-OT $1, 949.65 | Improper commission Collected. 

Liggett & Myers Tobacco Co 25-19 | 10,330.00 | Excessive sales price On hand. 
Do 25-19 2, 730. 00 do Do. 
Do 25-19 6, 840. 00 do Do. 
Do 25-19 &, 000. 00 do Do. 
Do 40-18 a 15, 936. 75 do Do. 
Do 40-18 | 10,651.75 do Do. 
Do 40-18 3, 252. 75 do Do. 

P. Lorillard Co 25-19 | 4,600.00 do Do. 
Do 25-19 9, 395. 00 do Do. 
Do 25-19 1, 820. 00 do Do. 
Do 19 | 7, 280.00 do Do. 

Philip Morris, Inc 19 ‘ 12, 619. 5 do Collected. 
Do 5-19 5, 463. 00 do Do. 
Do 5-19 3, 591. 65 do On hand. 
Do 19 11, 933. 22 do Do. 
Do 18 904. 65 do Do. 

R. J. Reynolds Tobacco Co 19 2, 730. 00 do. Do. 
Do._ 25-19 455. 00 do___.. Do. 
Do 40-18 308. 95 do ‘ Do. 

CINCINNATI 

Barns & Koppstein, Inc 15-24. | 566. 80 do Do. 
Do 15-24 270. 98 do_. Do. 
Do 15-24 270. 98 |_....do-.- Do. 
Do | 15-24 270. 98 do Do. 
Do 15-24 7 270. 98 do Do. 

California Date Growers Associ- | 40-11 100.00 | Improper commission Collected. 

ation, 

Consolidated Dairy Products....) 42-04 1, 755.23 | Excessive sales price .| On hand. 
Do 42-4 2, 574. 66 ...do Do. 
Do 42-04 1, 517.13 ...do ‘ Do. 
Do 42-04 616. 86 |.... do Do. 
Do _. 42-04 | 773. 75 ...do ‘ | Do. 
Do 42-04 1, 192. 49 ...do : | Do. 
Do 4244 | 1, 653. 60 |_..._do r Do. 
Do 42-04 } 797. 10 _..do : | Do. 
Do 42-04 1, 146. 25 |_....do Do. 
Do 209 1, 313. 51 _..do : Do. 
Do 42-09 1, 330. 88 ..-do 7 Do. 
Do 12-09 827. 51 ...do Do. 
Do 42-09 2, 097. 00 ...do | Do. 
Do 42-09 763. 50 _..do _ Do. 
Do 42-09 1, 674. 75 do Do. 
Do 42-09 1, 769. 37 — Do. 
Do 42-09 1, 033. 25 do_.... Do. 
Do 42-09 1, 382. 63 |_....do ' Do. 
Do. 2-09 795.45 |_._..do Do. 
Do. 42-09 2, 386. 35 ...do ; Do. 
Do. 42-09 1, 060. 60 do . Do. 
Do. 2-09 7, 424.20 |.....do..... Do. 
Do ; .-| 42-09 3, 147. 33 ...do : Do. 
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Claims for excessive price and excessive or improper commissions under title I, 
Public Law 480—Continued 























| | i, 
Name | P.A.No. | Amount Nature of demand Disposition 
ar - a 
CINCINNATI—CONTINUED 
California Packing Corp---..-....| 40-06...--- 67.24 | Improper commission.-_.| Collected, 
Foremost International Dairies...| 37-06-.-- a So inci d ilies mamta Do. - 
June Dairy Products Co--......-.| 37-06-.---. ae Do. 
Do as RL eRe | 79. 80 do.. 
Nestle’s Products (Export), Inc__| 15-24.-..-- 673. 7: Excessive sales price... oneal On hand. 
Sunkist Growers. 40-05... --- 50.00 | Improper commission.-..| Collected. 
World Over Export Trade Corp-_- 15-03 1, 666. 72 | Excessive sales price_....| Withdrawn, 
DALLAS 
— Gutirie & Oe........-... 29-01 15, 292. 75 Mkionshdecaccas semen Withdrawn, 
Bash niccieebebloduteicate 2-01.....- 6, 265, 85 ..do pbb welice deal Do. 

De ip aaudaépeuiabnobitia 20-01...... 1, 552. 77 Oo. ak aariidhbenie ads Do. 

nes nema nebbiintan 29-01... 862. 45 iit ..> 4 dateneteaestinnion Do. 

A ian aie a 12, 964. 02 ess Ubaccaewasowenst Do. 

Se hel i deecsskales 20-01...-- 532. 81 -eeOL Ss Ue. Aces Do, 
Bernadine Shipping C Dee a 261. 77 hs ntdnddcdaten aucheis Do. 
Bunge Corp.--.--- Cinancte alee ee 4, 239. 14 do Do. 

Sc cedisbheaieninpeairentewued 13-01_.... 2, 469. 39 do_. vevebionews Do. 

Do.. Th Minka ioauelatinkied atokabeeel 13-O1......| 8,725, 21 _ NR eee pen Fas Do. 

PR eriintbonncpecimndosendese | 1, 274. 12 2 pbb neon sisi On hand, adjusted 

D 29-01 1, 885. 4 i 0 at a 

Dolerts cdeecerusaoecessebes SP eee ss. , 885. 46 6 MDB dp occadsvecsems n hand, adjusted 
to -$1 20281, 

DG asin atin ed aniemgtin maint 25-05. | 8, 228.30 a ee Withdrawn, 

OS ae 20-01. ....-| 794. 27 ..do er 

Deeg et) De ebeanacuwee 25-05......| 11,794.08 We. but ceecedecouted Withdrawn, 

ith iinhnnctencteentined | 25-05 | 11, 794. 08 IDS pip serewamnencons Do. 

a | 20-05... | 2,707, 21 do ..| Adjusted to 

| | $2,026.61. 
| and collected, 
ook ct cunkanncencien | 26-06_..... 21, 067. 20 pes iicvencasscotes Withdrawn. 
ee | 26-06. .... | 17,232.32 LAG ny neemen panmeet Do. 

Teas ceineaeemast ee | 24, 466. 99 Ee: a howicaemamsaeete Do. 
Continental Grain Co__-----.--- PR ono SRR |. 5.2.00. - - nec casesease Do. 

ED. <cdticbeatelepneibianesandgems | 26-0)......| 2800 OO. |.....40..............---- Do. 

eee eae bce eiptateay | 26-O1_.....| 41, 157. 08 i dschcdnenacudie Do. 

Re a | 26-O01.....- 23, 649. 43 aa Do. 

Wc <wins one weknntentemhed Pc eae | 19,706.00 |.-..- ee eee Do. 

BIO setentndasiccnswésecceban ge | 6,866. 05 SL ncndeseumemn eee Do. 

ee. eee | Pee needs | 1, 323. 91 sie CS Si ws init tieinranigletaion Do, 

DEE. a tba a sendbapectuddcwkers | 16-11......| 11,701. 20 ST whebwucapenekens Do. 

Ne a a ide his ire vipa enone ai | BAaL...<~<. 13, 239. 07 — ae he Do, 

TE. ac ddhsan cecpetisintrentiawnts | 10-14 22, 491. 45 Secs nacceseecenal Do. 

a RO oN bari dctonlersnetenanel | 13-06._....| 50,323.65 SE ceuiteinn nuclei Do, 
Louis Dreyfus Corp_-..-.-..------ 26-06 P OE hits cas Sacceaccraben Do. 

SRR Adank di. csastee 26-06... -- 7) ee eee | Do. 

a le elk aces caaelatennibh 36-06......| 5,446.73 |-..... ree Do. 

et an ea ticeucaiaalll eb ss kD cdo beecesenecstaha Do. 

i rani 28-06 _ -| 27,008. 80 | TA dls wi eucitamaled | Do. 

DR She... aa omicnmareiant | 39-15......] 12,397.00 |.....do_--.-------------- On hand, 
Garnac Grain Co__..-.---------- 26-01... ..- eae ae Withdrawn. 
NN adi lest dacinaiban ae os OE Bo ROS. Risin wiireeticetin Do. 

Ba act ibtdacescnewsdewelon | 26-01... ..} 8,000.00 le dwt adbeedeuwed Do. 
arg chanted 128-01......| 3,000.00 |.....do. -........-.-<...- Do, 
OES Ee En Se NR. 1h) BOD 1,520, 00 se cnennvambubawcsa Do. 
BM SE yc tbeueudarcebascent 26-01__.._- ee | a ee Do. 

2 ee “aa ee A eee eee Do. 
ips Wis ee MARR bE GMI aac. ol cckeecwacs Do. 
Interoceanic Commodities C orp.. | 35-O1_.....| 26,035.52 |...-. See Aeciesizencisssstoiniaiahiable Do. 
Sinason-Teicher (Inter-American | 32-05......| 37,051.97 |.....do-...-..----------- Do. 

Grain Co.). | | 
Smith-Murphy Co., Inc--.---. | 20-O1......| 31,170.41 |...-.do--...-.----------- Do. 

EVANSTON 
CN 5 ids atacures anaes 41-09__ 1, 966. 29 TEs Nidrasunntematet Do. 

Grange League Federation. ____- | 40-15 2, 331. 00 BOP at cekwrauubeund On hand, 

re iets oaoekine ‘ } 40-15_.... 2,008.00 |... pi txt Mantas Do. 

Do..- | 40-15__._. 873. 48 SN Rieli-mGunmuseieeainnsdis Do. 
Iceland Cooperative Society -- | 40-16_. SE SL. cc SNR a iinowaioniuwe On hand, adjusted 

| to $384.06. 
reads hcl ois .-| 40-15... 2, 270. 57 Se PR akieite _..--| On hand, 
tub idas | 40-15_- 72.17 eS eee Do. 

OR ais Leciatnanessinasetel | 40-15__ 2, 555. 78 PE ooncen é Do. 

BE ae a | 40-15 281. 98 m0. Do. 

ORT ea 40-15 159. 26 do hale “ | Do. 

AER is cl gath sigtearcictetncbeohd 40-15. 1, 946. 71 do . <= Do. 

Rewer 60, 82 do Do. 
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Claims for excessive price and excessive or improper commissions under title I, 
Public Law 480—Continued 
ysgol 
Name P.A. No. | Amount Nature of demand Disposition 


pa | 


Cargill, Inc. -.------------------- BI eon cbs 2, 916.67 | Excessive sales price....| Withdrawn, 
St 9(2 5M. scndwasrensed Rech el | <RREC = cn sn nedinncwemes Do. 
Continental Grain oe a 10-19. _.... 447:93 |-.-2. tara teh Do 
Se ais Latenweepanvaeieah 39-04_...... 12, 320.00 |.-.-. ica aie ann ani Do 
ELA Lbnibbocdadcisousdanes 39-04__.... 485. 33 |..... OE cctbin caddis Do 
tn ir nis cat heeannnsael 39-06_..... 19, 424. 24 |... ead Do 
NE shel cl caced 15-91_..... 1,470.00 |_.-.. Mb Fe eee Do 
ie. ial chienmbenineditbaie 39-06...... 19, 198.67 |_..-. Tail ceeceiatale Do 
Re a cht ae adap ainebtediea te 30-06...... 22, 628. 67 |..... Bs Atcipinewuivcennnadll Do 
Louis Dreyfus Corp------.------- 39-06 .....- 16, 332. 40 |... OO: iii dbeet take Do 
Be EE dieningncconaiedapseneses ss 39-06. ..... 16, 492.00 |-.... Bahai ce dniychinieethn ial Do. 
Rast River Sales Corp .---...----| 34-02.-..-- 20.00 |....- Gace wkeonbocs Collected. 
Interoceanic Commodities Corp.-.| 17-37.-..-- 5, 538. 87 |....- Ri a tiimadentelos Withdrawn. 
a ed eeanddtesetsacant Teton 2, 096. 56 |...-- iiiimerithdenssenne Do, 
Pillsbury Mills, Inc..-....----.-- 34-10...... 1, 805.00 |.--... iidtticmesenedaunmih Do. 
PORTLAND 


OOS See Be OF Brno nilidncecannpepaibines On hand. 


Dalichi Bussan Kaishs, Ltd.....- ; 


Do....- palinahnodenmxn ad dental 

International Dairy Engineering 
Co. of Asia. 

PN aeienss<dsceduysbandwiued 
Isbrandtsen Co., Inc. ............ 
Kanomatsu New York, Inc. -.-.-- 
Pacific Vegetable Oil Corp. .-..--.. : 
Robin International, Inc__....--- 





DO... soentubbeobenoksond 
Seed & Feed Corp. --.-.----.-.--.---- 3 
Tricarri Grain Corp..-..-.-...- wean . 
Uhimann Elevator Co. of Texas..| 39-05.....- 38, 826. 29 |... Bi hicnninddtadined Do. 
Tricarri Grain Corp..........-.-- 39-01...... 485. 33 }..-.- i cuiacna anand Do. 


Do. 
62, 567.80 |..... Bb sdecdninsadadesnae On hand. 








Mr. Hermpurcer. Just one more question, and I would like an answer 
now on this one, Mr. Chairman. 

I am not asking you for a policy determination, but for an answer 
from the technical standpoint. 

If Congress were to authorize the commitment of more than $1.5 
billion in the title I program for the upcoming year, in your opinion, 
could you use it properly ? 

Mr. Miter. As of this time, it is our considered opinion that we 
could not. 

Mr. Hermpurcer. Thank you. 

The CHarrman. Any further questions ? 

Mr. McIntire. Just one short question, Mr. Chairman. 

Mr. Miller, in table 10 of this report, “Selected data, and so forth,” 
on page 8, I notice that 1.4 percent of the total foreign currencies 
accumulated under title I has gone into market development programs. 
My offhand observation is that it is low. 

[ noticed in your statement that we have now reached the point 
where there is some 21 different ways to use this money. 

Have you any suggestion as to how we could appropriately 
strengthen your hand in bargaining for the use of this money to get 





172 EXTENSION OF PUBLIC LAW 480 


a greater use in the market development area? It seems to me if 
there is one area where we could get some real long-term benefit oyt 
of this program, this is one of the areas. I realize there are others, 
but it seems to me you ought to get more money there. 

I realize you have negotiating problems. Whether you do it now 
or some time later, I, for one, would be interested in exploring how 
we may improve your bargaining in this area, if you feel there jg 
any necessity for it. 

Mr. Mitier. Mr. McIntire, we appreciate your interest in this field, 
There are not unlimited avenues to which we can put moneys to use 
for market development. We always feel maybe we would like to 
have more at certain times, and in certain instances for certain pro- 
grams, but we feel that we have sufficient latitude within our present 
authorization to negotiate, and that we are getting, so to speak, our 
fair share. 

We would like to evaluate your offer of assistance, and, if we can 
explore and find a need for any assistance which this committee might 
give us, we would like to reserve the right to come back and ask you 
for that assistance some time in the future. 

As of this time, we feel that we have full authority and ample 
opportunity to negotiate for a fair and reasonable amount of money, 
Mr. SrupsierreLp. Mr. Chairman, I have just one short question, 

Would American investors in cotton operations, say, in Mexico, be 
interested in U.S. cotton being maintained at a high level of price? 

Mr. Mitier. You are speaking now of a high support level for cot- 
ton, Mr. Stubblefield ? 

Mr. Srups.eriecp. I am saying, there is a considerable investment 
of U.S. dollars in Mexican cotton. Would those who have that in- 
vestment in Mexico be interested in maintaining a high level of price 
of U.S. cotton ? 

Mr. Miter. I would say it is only a logical conclusion to draw, Mr, 
Stubblefield, that a company or individual, for that matter, having 
interests outside the United States would expect to make a profit from 
raising cotton on those interests. I have reason to believe it would 
be to his advantage to have cotton as high as possible in the United 
States and, asa result 

Mr. Strussierietp. He could move his better. 

Mr. Miter. He could move his cotton in the world market. It 
would also be to his interest, I think, to see that the export price of 
the American cotton be maintained as high as possible. 

Mr. Srussierie.p. I referred to export price. 

Mr. Muuer. I think you are right. That is a logical conclusion 
that one could draw. 

(The following data was submitted by the Department of Agri- 
culture :) 





PENDING REQUESTS FOR TITLE I, PusLIc Law 480 PROGRAMS 


There are three requests pending (as of July 14, 1959) for title I, Public Law 
480 programs. All of these requests were received during the past few days 
and are now being processed within the Department of Agriculture. It is esti- 
mated that the market value of the commodities to be included in these pro- 
grams will total about $60 million. 
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In addition to the three country programs now being developed, there are 
seven proposed title I agreements now in negotiation. The market value (in- 
cluding some ocean transportation costs) of the commodities in these seven 
programs total $359 million. Barring unforseen difficulties these proposed 
agreements should be signed soon. 

Information with regard to pending barter offers is being furnished each 
month to the chairman of the Committee on Agriculture as requested in his 
letter of October 7, 1958. 


The CuairMan. We thank you gentlemen very much for coming 
here, and the hearing is now adjourned until 10 o’clock tomorrow 
morning. . 

(Whereupon, at 4:50 p.m., the committee adjourned, to reconvene 
at 10 a.m., Wednesday, July 15, 1959.) 
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WEDNESDAY, JULY 15, 1959 


House or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met pursuant to recess at 10:10 a.m., in room 1310, 
New House Office Building, Washington, D.C., Hon. Harold D. Cooley 
(chairman) presiding. 

The CuHarrMAn. The committee will please be in order. 

We are delighted and honored to have with us this morning our 
former distinguished colleague, who for many years presided over the 
sessions of this committee. [Applause. ] 

He has made many contributions to the welfare of agriculture. I 
know of no man with whom I have served during the past 25 years 
who was more devoted to the cause of agriculture than perhaps Cliff 
Hope, and who, I suppose, sponsored as much legislation as any man 
who ever served on the committee. He has assured me that he has, 
as usual, this morning all of the answers to the problems. [Laughter.] 

I do want to tell you on behalf of all of your colleagues on the 
committee that we are extremely delighted to have you with us; and 
feel free to speak out and tell us what you think we ought to do. 


STATEMENT OF CLIFFORD R. HOPE, PRESIDENT, GREAT PLAINS 
WHEAT MARKET DEVELOPMENT ASSOCIATION, GARDEN CITY, 
KANS. 


Mr. Horr. Mr. Chairman and members of the committee, it cer- 
tainly is a very great pleasure to me to be back here occupying an 
unusual position for me in the committee room, that is, on the witness 
stand. J appreciate your very gracious words of welcome. You cer- 
tainly make me feel at home. And there is no group that I can think 
of that I would rather appear before than this committee. I am sure 
that all of the old members of the committee realize the deep affection 
that I have for all of them. I haven’t met all of the new members, 
but I feel the same way toward them because I am sure from their 
association with you that they are the same kind of people that I 
worked with when I was on the committee. 

I have a rather long statement this morning, and if I take too much 
time just give me the signal and I will try and shorten it up. 

The CuatrMAN. Do not worry about the time. You may take all 
of the time you need. 

Mr. Horr. Thank you very much. 

Mr. Chairman, I am grateful for the opportunity to appear before 
this committee today and I especially want to thank you for arranging 
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to hear me at a time which suited my convenience perhaps more than 
it did your own. I know this week has been set aside to hear the 
Government departments. I appreciate your willingness to changa 
the schedule to hear me at this time. 

Public Law 480 is, as I am sure every member knows, a very com- 
plex piece of legislation. There are a number of aspects to it which 
are well set out in the statement of policy. Certainly market develop. 
ment is one of the most important if not the most important activit 
provided for in this legislation, and this is indicated by the title 
“Agricultural Trade Development and Assistance Act of 1954” 
What I would like to do today is to tell you what is being done by an 
organization of wheatgrowers in the field of market development, 
Public relations of farmers being what they are, there are some people 
who have the idea that wheat farmers are sitting idly by watching the 
surpluses accumulate and doing nothing about it. I could take cop. 
siderable time in refuting that idea but will content myself by point- 
ing out what wheat farmers in the Great Plains area are actually 
doing under the market development program set up under Public 
Law 480. 

I might say that what I am saying about wheat farmers in the 
Great Plains area also applies to wheat farmers in the Pacific North- 
west area and to even a greater degree perhaps, because they got into 
this picture before we did, and I ask permission that at the conclusion 
of my statement I may submit a statement on behalf of the Western 
Wheat Associates, which is the regional organization for market de- 
velopment among the wheatgrowers in the Pacific Northwest. 

The CHarrmMAn. You may have that permission. 

Mr. Hore. I would like to urge that the committee give very close 
attention to that statement because it recites the record of market 
development, which I think is quite remarkable. They have had 
several years’ experience; we have had much less. I believe it would 
be of interest to the committee to learn of the progress which has been 
made by the Pacific Northwest wheatgrowers along this line. 

I am appearing here as president of the Great Plains Wheat Market 
Development Association, Inc. This is a grassroots organization set 
up by wheat farmers in the Great Plains States. We are a nonprofit 
corporation and our principal office is located at Garden City, Kans., 
in the very heart of the Hard Red Winter Wheat Belt. We also have 
an office in Washington, with Mr. Lester L. Mort in charge. 

This organization was set up by the Kansas Association of 
Wheat Growers, the Kansas Wheat Commission, the Nebraska 
Wheat Growers Association, the Nebraska Wheat Commission, 
and the Colorado Wheat Administrative Committee, which has 
the functions of both a State wheat growing organization and 
a wheat commission. It opened its office at Garden City on 
January 1, 1959. Its governing body is a board of directors com- 
posed of members of the organizations which I have just mentioned. 


— 


Its sole source of funds is from the wheat farmers of the three States. | 


In each State a small tax (2 mills per bushel in Kansas, 21% mills in 
Nebraska, and 4 mills in Colorado) is levied by law. The expenditure 
of these funds is in the hands of the State wheat commissicns in Kansas 


and Nebraska and the Colorado Wheat Administrative Committee in | 


Colorado. Our association receives its funds under contractual ar- 
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rangements with these agencies, based upon project agreements 
worked out between the association and the agencies. 

At this point I would like to say that while only three of the Great 
Plains States are members of our organization at the present time, we 
have a close relationship with wheatgrowers organizations in other 
Plains States. We anticipate all of them will have wheat commis- 
suns and funds for market development within the next 2 or 3 years 
and be in a position to join our organization. We also enjoy friendly 
relations with Western Wheat Associates and are engaged in a joint 

roject with them in New Delhi, India. io 

The Great Plains Wheat Market Development Association has 
broad powers to carry out a program of market development embrac- 
ing foreign markets, domestic markets, and new uses, and also in- 
cluded in its activities are the improvement of transportation rates 
and facilities, economic and statistical research, and public relations. 

Our foreign marketing activities which at the present time are by 
far the major part of our operation are carried out as a cooperator 
with the Foreign Agricultural Service of the Department of Agricul- 
ture. We have the benefit of the experience and facilities of the 
Foreign Agricultural Service, including its marketing specialists and 
technicians, and work closely with the splendid corps of agricultural 
attachés which has been built up in recent years. The expenses of 
our foreign market development program is shared between the For- 
eign Agricultural Service and ourselves. We put up what is required 
in the form of dollars and the Foreign Agricultural Service supplies 
foreign currency which has been assigned to it for market develop- 
ment to cover all expenditures where foreign currency can be used. 

We are a service organization not primarily concerned with legis- 
lative matters, but in view of our activities in market development we 
are vitally interested in the extension of Public Law 480 and believe 
that this extension should be for a substantial period with the power 
to make agreements with other nations for periods of 5 years or 
more. 

Since my principal purpose in appearing here is to discuss market 
development, I betieve I can best do this by relating the experience 
of our organization up to date and telling what we hope to do if the 
program is continued. 

Now may I proceed to discuss as briefly as I can what we have done 
and are doing in the field of wheat marketing activities. In doing 
this I shall go back to the activities of our constituent organizations 
which were begun first by the State of Nebraska which established a 
wheat commission in 1955, then jointly by Nebraska and Kansas, 
which latter State established a commission in 1957, and then by 
Colorado, Kansas, and Nebraska, after the Colorado Wheat Adminis- 
istrative Committee was set up in June of 1958. These activities were 
carried out under contract with the Nebraska Wheat Growers Asso- 
— As already stated, our organization took over on January 1, 


FOREIGN OFFICES 


Our office in Rotterdam was formally opened in January 1959 
although Harvey E. Bross, its director, reached Rotterdam in Sep- 
tember 1958 and our activities date from that time. In March 1959 
Earl Lester of Nebraska joined Mr. Bross as assistant director. The 
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area covered is all of Western Europe. Our South American office 
is located in Lima, Peru. Jack L. Smith of Oregon is director. 
He has been in Lima since January 1959. The area served includes 
all of South America except Venezuela. The Millers National Fed- 
eration is associated with us in the operation of this office. We haye 
in contemplation opening an office during the present fiscal year 
in the Caribbean area which will include Venezuela, Central Amer. 
ica, and Caribbean islands. This spring a survey team consisting of 
a representative of Foreign Agricultural Service and a representa- 
tive of our organization was sent to Africa to explore wheat mar. 
keting possibilities there. The formal report of this wheat survey 
team has not yet been filed but if conditions and prospects justify 
it we will give early consideration to the establishment of an office 
on that continent. In Asia we are associated with Western Wheat 
Associates in an office at New Delhi covering India and Pakistap, 
Consideration is now being given to opening a new joint office in 
Pakistan. 
FOREIGN SERVICE ACTIVITIES 


European office: It may be of interest to describe the activities being 
carried on in our foreign offices. They are new. The work of.es 
tablishing them has been considerable and the Lima office has: not 
yet been formally opened. However, we feel much has been ac- 
complished. 

Rotterdam is the commercial center of Western Europe and an ex- 
cellent location for our office. Mr. Bross and Mr. Lester have put 
in much hard work in getting the office organized and in making 
contacts with government officials, millers, bakers, representatives 
of the grain trade as well as the consumer organizations in the 
countries served by this office. They have worked with our agri- 
cultural attachés in each country, have participated in the selection 
of trade teams to come to this country, and have made many con- 
nections which we are sure will be helpful in developing markets, 

One of the projects which we have just started in Western Eu- 
rope is to take samples of all cargoes of wheat coming to Western 
Europe for a period of 3 months and possibly representative samples 
for sometime thereafter. This work will be supervised by an ex- 
perienced cereal chemist who has been made available by the De- 
partment of Agriculture. We feel the results of this sampling pro- 
gram will be invaluable in giving us an idea of the kind and quality 
of wheat now coming to Western Europe and its place of origin. 
We believe that Great Plains wheat has no peer in the world as far 
as baking quality is concerned and that this survey will show whether 
our customers in Europe are getting the quality of wheat which 
they desire and how our shipments compare with those from other 
countries in this highly competitive business. 

In September we will send a well-known American cereal chem- 
ist to the Rotterdam office for the purpose of working with millers 
who desire to learn of the quality of Great Plains wheat and the 
specifications which they should use in ordering the kind of wheat 
which they need to produce a high quality flour when blended with 
locally produced wheat. 
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We are also arranging to send a home demonstration agent from 
this country to the Rotterdam office for the purpose of working with 
consumers in nutrition demonstration and educational projects in 
Western Europe. 

Another project contemplates bringing a young milling engineer 
from Portugal to attending the Milling School at Kansas State Uni- 
versity. Our agricultural attaché in Portugal has recommended this 
project most highly. Our relations with the millers and Govern- 
ment officials in Portugal at the present time are on an excellent basis 
and we feel that this educational project will help bring about an 
even better understanding. 

We expect to further augment our staff in Rotterdam by the addi- 
tion of a man experienced in the international grain trade who can 
work with grain dealers, handlers, and millers in Western Europe 
with a view of ascertaining ways and means of improving trade rela- 
tions and how to come more nearly giving purchasers what they want 
in the way of service and quality. 

South American office: Jack Smith, our South American represent- 
ative, arrived in Lima with his family in January. Starting from 
scratch he had many problems to be overcome. These problems have 
been met. We have a well-established office and are very much in busi- 
ness. In the meantime Mr. Smith in company with Marx Koehnke 
of our foreign marketing office has made a 2-months trip covering 
Colombia, Ecuador, Chile, Argentina, and Brazil. This trip put him 
in touch with the people with whom he will be working in market 
development projects involving our agricultural attachés, government 
agencies, and those engaged in the grain, milling, and baking business. 

One project which we are starting in Brazil immediately is the 
collection, for a period of 3 months, of samples from all imports of 
wheat received in Rio de Janeiro. These samples will be inspected, 
graded, and analyzed for quality according to U.S. grain grading 
standards. The results with information as to specification, price, 
and freight will be used to determine the comparative value and 
quality of shipments to Brazil from various countries. This trial will 
serve as a basis for establishing a permanent grading and inspection 
service at the present time. 

We also expect to start a nutrition program in Brazil beginning 
about September 1. This will include nutrition demonstrations, 
training of local technicians, testing methods of food preparation, 
preparation of recipes, preparation of various types of nutrition 
education material for schools and adult education including folders, 
bulletins, et cetera, development of programs, writing of scripts, and 
presentation of radio and television broadcasts. 

This program will be in charge of a competent home economist and 
nutritionist who speaks and writes Portuguese fluently and will be 
carried out in connection with a Brazilian technical agricultural insti- 
tute and a school of home economics. 

Another important project is to train personnel in Peru and 
other South American countries in inspecting and grading wheat and 
testing wheat samples for quality factors. This activity will be car- 
ried out in connection with the Peruvian Agricultural Research 
Agency and the Wheat Testing Laboratory at La Molina. 
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A part of this program will be the training in the United States 
of an employee of the Peruvian Agricultural Research Agency, in the 
United States for a period of 3 months. This employee is at present 
in the United States with the Peruvian wheat team and with the 
departure of the team will receive specific training in grain grading 
and inspection with the U.S. Department of Agriculture. 

We regard the projects mentioned as only ; a beginning and ex 
to begin others as plans can be worked out and funds become aval 

As soon as possible we want to put a second man in the Lima office, 

New Delhi office: I have already referred briefly to our joint activity 
in New Delhi with Western Wheat Associates and the contemplated 
opening of an office in Pakistan. There are opportunities in both 
countries for numerous effective market development projects and as 
time goes on they will undoubtedly be instituted. 

Just this month a sampling and inspection project similar to those 
just getting underway in Europe and South America is being started 
in India with Mr. J. H. Shollenberger in charge. 


TRADE TEAM ACTIVITIES 


Turning now from our oversea offices I want to briefly report on 
what I think has been our most significant and fruitful activity to 
date. That is the visits of trade teams from various wheat importing 
countries. 

Trade team activities antedate the formation of our organization by 
more than 2 years. The first was the Italian wheat delegation brought 
over by the Nebraska Wheat Commission in the fall of 1956. In 
1957 two delegations came over, a wheat delegation from Greece and 
a technical pasta mission from Italy. 

I might say that all of these delegations, of course, are brought over 
in connection with the Foreign Agricultural Service Administration, 
It is a joint program. They “put up whatever is necessary in the way 
of foreign currency and we take care of the dollar expenditure. 

In 1958 there were five delegations as follows: Finland, Brazj 
India, Colombia, Portugal, and two buyers for important E nglish 
flour mills of which I will have more to say hereafter. 

This year we have five delegations which are coming over on our 
invitation, and may possibly have one or two more. These teams are 
the German which has been here and gone, the Netherlands which is 
winding up its trip in Washington today, the Peruvian and the Bel- 
gian teams, both of which are in the country at this time, and the 
Pakistanian team which will arrive on July 21 and spend some time 
in the Pacific Northwest before coming to the Great Plains area. 

These teams are composed of millers, bakers, government. officials, 
and in some cases farmers and consumers. Their members are care- 
fully chosen by our agricultural attachés and the head of our office 
in the area from the groups which we feel should be represented. 
Some idea of the type of personnel who come may be gained by 
referring to the teams from Netherlands and Peru. The Nether- 
lands team consists of Mr. G. A. I. Wijne, adjunct director, Market- 
ing Board for Grains, Seeds and Pulses; Mr. C. J. Ulrich, vice presi- 
dent, Netherlands Bakery Foundation; Mr. H. Boeve, secretary, Dutch 
Millers Organization; Mrs. Elizabeth A. Schadee, chairman, Neth- 
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erlands Consumers Association; and Mr. B. J. Lequin, adjunct man- 

r, Cooperative Mills. The Peruvian team is as follows: Mr. Jorge 
Bellido, vice president, Peruvian Agricultural Bank (he is the ag- 
ricultural representative) ; Mr. Angel Hernando, president, Bakers 
Association of Lima; Mr. Fernando Reyes, president, Bakers Asso- 
ciation of Callo; Mr. Miguel Rasic, manager, Nicolini Flour Mills; 
Mr. Armando Cabanillas, general secretary of the Bakery Labor 
Union; and Mr. Alfonso Quevedo, agricultural engineer, LaMolina 
Experiment Station. It will be seen from these lists that the men 
and women composing these teams are of the highest caliber and 

ple of substantial standing and influence in their own countries 
particularly with respect to the importation, processing and con- 
sumption of wheat. Government officials are always included be- 
cause in practically all importing countries there are controls of 
one kind or another on wheat imports. 

In addition to these teams which are formally invited and the 
expense of whose members is fully paid from the time they leave 
home until they return we have had the pleasure of escorting numer- 
ous other individuals and groups who come to this country on their 
own initiative or on other missions and who were interested in learn- 
ing more about Great Plains wheat, its production, transportation, 
marketing, and processing together with its most effective use. 

Among some of the groups which have visited our area in 1959 
and which have been the guests of our organization or its State af- 
filiates are the following : 


A GREEK TECHNICIAN DELEGATION ON GRAIN STORAGE AND MARKETING 


Miss Maria Papanastassiou, Greek Ministry of Commerce, April 
1959; Mr. Nicholsos Zanglis, Greek Ministry of Commerce, April 
1959; Mr. Spyridon Sgouros, Greek Ministry of Commerce, April 
1959. 

West German group, May 16-17 guests of Colorado Wheat Admin- 
istrative Committee; May 18-19 guests of Nebraska Wheat Commis- 
sion and Nebraska Wheat Growers Association. 

Dr. Theodore Sonneman, Deputy Minister of Food and Agricul- 
ture; Mr. Edmund Rehwinkel, president, German Farmers Union; 
and Dr. W. Shoel, agricultural secretary, German Embassy, Wash- 


ington. 

Forsign agricultural specialists, who serve as assistants to the U.S. 
agricultural attachés in their native countries; June 11-16, guests of 
Nebraska Wheat Commission; June 16-18, guests of Kansas Wheat 
Commission. 

Mr. Willem J. Sevenster, agricultural assistant, Pretoria, Union of 
South Africa; Mr. Tomitoro Sutani, agricultural specialist, Tokyo, 
Japan; Mr. William A. H. A. Luykx, senior agricultural assistant, 
The Hague, Netherlands; Mr. Bhornchai Ganley agricultural spe- 
cialist, Bangkok, Thailand; Mr. Andre G. dePauw, senior agricultural 
assistant, Brussels, Belgium; and Mr. Uldarico A. Diaz, senior agri- 
cultural economist, Bogota, Colombia. 

Two grain officials from Argentina in United States to attend 
Wheat Utilization Committee of Food for Peace program. 
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Mr. Ricardo Jurro, assistant manager, Argentine Grain Trade and 
Inspection Service; Mr. Federico G. “Dussel, technical manager, Na. 
tional Grain Board. 

June 24-26, guests of Kansas Wheat Commission; June 26-98 

uests of Colorado Wheat Administrative Committee. ; 

Mr. H. Tokoro, wheat expert, Japanese Embassy, Washington, D,C, 
Colorado and Nebraska, July 12-21. 

Expected in near future are: Mr. Ole Nordstad, State Grain Corp., 
Oslo, Norway; Mr. Alberto Moons, manager, Gramoven Mills, Carae. 
as, Venezuela; and Mr. M. S. Ram director of the India supply 
mission. 

TRADE FAIRS 


Now let me refer briefly to the other principal activity up to date 
of our organization and its State affiliates, namely, trade fairs. 

Probably most of us in this country do not realize the commercial] 
importance which is placed on trade fairs in many parts of the world. 
I know I did not. Since our organization has gotten into market de- 
velopment work we have learned of the vast amount of business direct 
and indirect which flows from these fairs, many of which go back 
through the centuries. 

In 1957 and 1958 our State affiliate organizations participated in the 
following trade fairs: 

Anuga—Fine Foods International Trade Fair, Cologne, Germany, 
September 28 through October 6, 1957. 

Brazil Food E xposition, Sao Paulo, Brazil, July 5 through August 
3, 1958. 

British Food Fair, London, England, August 27, through Septem- 
ber 12, 1958. 

International Fall Fair, Vienna, Austria, September 7-14, 1958. 

International Food Fair (IKOFA), Munich, Germany, September 
25 through October 5, 1958. 

This year we have just finished participation as a part of the Ameri- 
can exhibit at the Fine Foods Fair at Lausanne, Switzerland, which 
ran from June 13 to 28. We plan to participate also in the Femina 

Fair, Rotterdam, September 13 to 24; the Cologne Fair, September 

26 to October 4; and the Lima Fair, October 1 to 18. In connection 

with Western Wheat Associates we expect to participate in the New 

Delhi World Agricultural Fair, December 11, 1959, to February 14, 

1960. This will be one of the most important fairs to be held during 

this year and in view of our step-up in activity in India we want to 
make the most of it. 

In order to make the best possible showing at these important trade 
fairs we have placed Mr. William H. Crotinger on our staff as tradé 
fair manager. Mr. Crotinger has just returned from Lausanne where 
he was in charge of our exhibit. With him there was Mrs. Peggy 
Walton, home economist for the Nebraska Wheat Commission who was 
in charge of the cooking and baking demonstrations of American 
wheat products. 

VALUE OF PROGRAM 


The proof of the pudding in all of this market. development activity 
is whether it is developing and expanding markets for wheat. Our 
newness in this field precludes us from being able to report a record 
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of outstanding and important achievements. That can only come with 
time. Market development is a slow process under any conditions. 
We have seen enough already, however, to convince us that we are on 
the right track. We can already show some modest but substantial 
achievements and this encourages us to push forward with new in- 
terest and enthusiasm. 

Let me bring the following to your attention. In Japan where the 
Oregon Wheat League has been working at market development for 
several years wheat consumption has increased 20 percent. There is 
g.very full account of what has been done in Japan in the statement 
which has been submitted by Western Wheat Associates, and I hope 
all of you will carefully read that statement because it is not only 
very interesting, but very encouraging, I think, so far as market de- 
velopment activities are concerned. While most of the wheat con- 
sumed in Japan is White wheat from the Pacific Northwest (they do 
import a considerable amount of hard wheat from Canada) we leatn 
through Western Wheat Associates, that there is now considerable 
interest in Hard Red Winter wheat. This is confirmed by the visit 
to the Great Plains of Mr. Tokoro of the Japanese Embassy. 

The Italian pasta delegation headed by Dr. Pasquale Barracano, 
one of the world’s great wheat experts, after testing and consuming 
pasta products made from Hard Red Winter wheat pronounced them 
satisfactory. I understand that Dr. Barracano has since recommended 
Hard Red Winter wheat for this purpose. At the present time Dr. 
Barracano is engaged in setting up a meeting in Rome next April 
to establish an International Hard Wheat Congress, which we believe 
can be of great value to both exporting and importing countries. 

Since the visit of the Portuguese team a year ago that country, 
which is self-sufficient in wheat, has, in order to improve the quality 
of its bread, purchased 40,000 tons of Hard Red Winter wheat for 
dollars (in spite of the very great shortage of dollars in that country) 
and the market in Angola has been reopened for U.S. flour. We have 
every reason to believe this is a direct result of the team’s visit and 
subsequent market development activities. 

Last fall we invited two wheat buyers each representing a large 
English milling company to visit the United States and see for them- 
selves what we had to offer them in Hard Red Winter wheat. Both 
companies had been users of this kind of wheat but dissatisfaction with 
the quality of what they had been receiving had resulted in one com- 
pany getting out of the market altogether and the other cutting its 
purchases by one-half. As a result of this visit both companies have 
resumed purchases at their former rate. 

The trade team program has done much to bring about a better 
understanding between us and those who are our customers or poten- 
tial customers in importing countries. Our foreign offices have found 
that after a trade team’s visit doors are opened to them which were 
closed before. And entirely aside from what trade benefits we might 
secure there is nothing I know of to bring about a better understanding 
between nations than visits of this kind. 
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WORLD’S NEED FOR HARD WHEAT 


I believe that if we were to entirely ignore the importance of dig. 
posing of our wheat surpluses that the times are right to promote 
the export and sale of Hard Red Winter wheat. 

I base this opinion first on the fact that most of the wheats grown 
in importing countries are soft. wheats, good wheats for certain pur. 
poses, but not suitable to be used alone in modern mechanized bakeries. 
And the use of modern bakery machinery is fast driving the smal] 
bakers out of existence. It has already taken place in this country, 
It is fast taking place in Western Europe, Japan, Latin America, and 
in metropolitan areas everywhere. This means an increasing demand 
for hard wheats to blend with local soft wheats in the unporting 
countries. 

In most of these countries requirements for using local wheat, cur. 
rency controls, shortages of hard currency, desire for self-sufficiency 
in food supplies may delay but cannot prevent eventual increases in 
hard wheat consumption. 

The areas in the world where hard wheats are grown are limited, 
The Great Plains of North America, the pampas of Argentina, and 
the Ukraine, Crimean, and perhaps other areas in Russia are responsi- 
ble for practically all of the world’s production. 

What I want to emphasize is that there is going to be an inereas- 
ing demand for hard wheats. It is a very highly competitive field, 
In our market development program, I think we have a chance to 
get our share of that market. Otherwise, I am not sure. 

The program for market development which our organization is 
carrying out in cooperation with the Foreign Agricultural Service 
takes cognizance of this situation. Everything which we are doing, 
establishment of offices abroad, bringing trade teams to this country, 
exhibiting our wheat and its products at trade fairs is done with the 
idea of stimulating and hurrying what we think is an inevitable ex- 
pansion of hard wheat consumption and securing for the producers 
of hard wheat in this country their proper share of the world market 
based upon our large production of hard wheat of demonstrated high 
baking quality and our ability to continue production at a high level. 

The development of expanded markets in some of the areas to which 
| have referred may temporarily require some sales for local currency 
(I am thinking now of the Latin American countries and some of 
the countries in Asia and, possibly, Africa) but in the main I believe 
an aggressive and realistic market development program geared to 
conditions in each country will gradually bring about expanded dollar 
markets over a period of years. 

Wheat surpluses will continue in spite of everything which we and 
other exporting countries may be able to do in market expansion, and 
regardless of what policies our own and other governments may fol- 
low in the fields of production and distribution it seems certain that 
for the present and the immediate future the world will continue to 
produce more wheat than can be sold through the normal channels 
of trade. 

However, this does not mean that we are producing and will pro- 
duce more than can and will be consumed if ways can be found to 
put in the mouths of hungry people. 
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The most generally accepted view on the question of what use we 
should make of existing and continuing surpluses is that they should 
be used to feed hungry people in friendly nations. This is what the 
man on the street thinks, I believe it is what a majority of Congress 
thinks, and since the President’s food-for-peace statement in his agri- 
cultural message I have felt it is what the administration thinks. In 
view of the history of Public Law 480 and its administration an im- 

rtant part of our foreign noes in the last few years has been to 
ed hungry people in friendly countries, which did not have dollars, 
by selling wheat for local currencies. Even more significant from the 
standpoint of foreign policy has been the inclusion of provision for 
sales of surplus agricultural commodities for local currencies in leg- 
islation for foreign economic and military aid. . 

So firmly is this policy established that the question before us now 
is not the determination of policy but the most effective way to imple- 
ment existing policy. If the policy of sales for local currency in 
countries unable to buy otherwise, is to achieve its end it must have 
assurance of continuity. Recipient countries must know for some 
time ahead what they can count upon. To be able to purchase a food 
supply of certain proportions in one year and then have it seriously 
reduced or eliminated altogether the next year by a change in our 
surplus food disposal policy could well result in serious political prob- 
lems if not revolution in the recipient country. In such situations 
these countries cannot effectively cooperate with us. To make our 

licies in this respect effective we must substantially increase the 
eneth of time for which we extend this law. 

There may be those who say that such a policy will create an un- 
healthy position of dependency on the part of recipient countries. If 
that is the effect of this policy then 5 years of it has already created 
this condition of dependency. And if it has, the policy should be 
abandoned and not be given approval by 1-year extensions. 

I do not believe this policy has been bad either for us or the recipient 
countries. I think it has been good for both of us, And administered 
as well as it has been administered during the last 5 years (I think 
with experience it can be administered better), it will continue to be 
good for both of us. It is good because the contracts we make are 
two-way deals. In return for our agreement to sell for local cur- 
rencies or other practical arrangements recipient countries must agree 
to programs which will strengthen their economy and productivity. 

My appeal is for us to be realistic in this matter. Everyone in this 
room knows that we are going to have more wheat, than we can sell in 
normal market channels during the next few years. This will be true 
no matter what political party is in power or what farm programs are 
in effect. We know that under some arrangement or another we are 
going to dispose of it to hungry people who need it. We have had 
enough experience to know that the most serious fault with this pro- 
gram has been its temporary, uncertain, and year-to-year status. My 
suggestion is a 3-year extension with authority to make contracts for 
as long a period as 5 years. I regard that as the very minimum. But 
having the confidence I do in this committee, its wisdom and good 
judgment, I shall be happy for any substantial and realistic extension 
it may see fit to make. 

44273-—_59——-_13 
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(The statement of the Western Wheat Associates, U.S.A., Ine,, ig ag 
follows:) 


STATEMENT BY RICHARD K. BAUM, EXECUTIVE VICE PRESIDENT, WESTERN Wurar 
ASSOCIATES, U.S.A., INC. 


Mr. Chairman and members of the committee, we appreciate the opportuni 
of presenting to your committee today a statement strongly supporting the ex. 
tension of Public Law 480. 

Western Wheat Associates, U.S.A., Inc., isa new regional association of wheat- 
growers’ organizations and wheat commissions in the three Pacific Northwest 
States of Washington, Oregon, and Idaho. The articles of incorporation and 
bylaws were adopted on April 23, 1959. Our 12-man board of directors includes 
2 representatives from each wheatgrowers’ association and 2 representatives 
from each wheat commission in the three States. 

The main office for Western Wheat Associates is located at Portland, Oreg 
Foreign offices are located to Tokyo, Japan, and New Dehli, India. Another 
office will be opened this fall in Pakistan and within a year we plan to station 
a man in Washington, D.C. This brief review outlines the organizational play 
of our association. 

We are joint cooperators with the Great Plains Wheat Market Development 
Association in a program for India and Pakistan. We also have a joint agree 
ment with the Millers’ National Federation that provides for certain types 
of project work in many countries in Asia. 

The primary purpose of organizing our regional association was to provide 
for a centralized means of coordinating the efforts of the separate State aggo 
ciations and commissions in the field of market development to avoid duplication, 
Therefore, the programs that the separate State groups have underway are now 
being turned over to the regional association. The accomplishments under 
these programs have been significant and will prove of interest to you. 

First, though, my I point out that the wheat commission movement is a 
self-help program. Today, wheat commissions have been established by vote 
of growers or action by State legislatures in seven of the primary wheat- 
producing States. Kansas, Nebraska, Colorado, Washington, Idaho, North 
Dakota, and Oregon, all have wheat commissions under which the growers are 
eontributing a total of more than $1 million per year in an effort to meet the 
problem of increasing surpluses, lower prices for their products, and increased 
costs of production. 

Dr. D. D. Hill, Head of the Farm Crops Department at Oregon State College, 
has written a history about the activities of the Oregon Wheat Commission. 
To quote from his article, he says, “This is not a saga of pioneer days. In- 
stead it is a story of modern times, a story of accomplishments in which the 
pioneer spirit of 100 years ago still lives. Perhaps in some ways the modem 
wheatgrower has outdone his predecessor of 50 or 100 years ago. The Oregon 
Wheat Commission represented the first action of its kind by wheatgrowers any- 
where in the United States, and as will develop presently, this set the stage 
for some very significant developments. “They Broke The Trail.” 

Farmers all over the United States have rapidly awakened to the fact thata 
maximum effort must be made to expand markets for their products and improve 
the marketing system. No longer is the producer principally interested in the 
problems associated with growing his crops. 

The Pacific Northwest is separated from U.S. population centers by restric 
tive freight rates which have increased to a level where we must rely almost 
entirely on the export market. Before the acreage allotment program was put 
into effect, this region produced about 150 million bushels of wheat a year. 
Under the allotment program, our production is now about 120 million bushels. 
Since World War II, exports have averaged 68 percent of the region’s produc 
tion, compared to 34 percent for the rest of the United States. These figures 
emphasize the importance of the export market to our area. 

The administrator of the Oregon Wheat Commission was a member of a 
three-man government team which traveled through Asiatic countries for 4 
months in the fall of 1949, exploring market opportunities. The foundation 
for a program to increase consumption of wheat foods in the rice-eating areas 
in Asia began when the Millers’ National Federation and the Commission 
initiated a project at the Women’s Christian College at Madras, India, in 1952. 
The objective of this program was to teach the nutritional values of wheat 
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foods to people who had traditionally eaten rice with little else and were suffer- 
ing from malnutrition. ; People in such areas are so ignorant of how wheat 
should be used that during periods of famine when wheat is available they try 
to prepare it as they would rice, become ill ‘and refuse to eat it even though 
they are on the verge of starvation. To overcome this problem, the Women’s 
Christian College has developed a recipe booklet on wheat foods adapted to 
the facilities and local customs long in use in rice-eating areas. The director 
of agriculture in the Siate of Madras, told me that with the aid of Commission- 
Federation funds, people in the State of Madras have accepted wheat as a 
supplemental food with rice. 

When Congress passed Public Law 480, in the closing days of the 1954 session, 
they removed the obstacle, a shortage of dollars, to increased trade. We were 
extremely optimistic about the possibilities of this program. No sooner was 
480 signed into law than Eral Pollock, gain marketing specialist for the Foreign 
Agricultural Service, Gordon Boals, director of exports for the Miller’s Federa- 
tion and I left the United States to explore the opportunities for using 480 to 
promote wheat and wheat products in Asiatic markets. 

A new program takes time to get underway. It was almost a year after 
480 was passed before Japan signed an agreement to purchase $85 million worth 
of farm products from the United States. Under this first agreement, $2 million 
in yen were set aside for promoting increased use of U.S. commodities in Japan. 
Japan offered more opportunities for expanding the consumption of wheat foods 
than any other Asiatic country. 1 

After World War II the Japanese Government adopted an official policy 
favoring increased use of wheat foods. First, because wheat cost about half 
as much as rice on the world market and second, because the nutritionists 
strongly recommended eating it to improve the people’s health. This favorable 
attitude has proven extremely important because the Governent of Japan is 
a monopoly buyer and controls the amount and price of the basic foods which 
are produced locally, as well as those which are purchased from other countries. 

The problem in Japan was similar to the problem in most other Asiatic coun- 
tries, an overdependence on rice. To overcome centuries of the rice habit, it 
was decided to conduct an educational campaign based on nutrition and a 
promotional program to compete for the housewives’ yen,, Bread has been 
baked in Japan on a small scale for at least the past 100 years. Many com- 
munities, however, have no bakery and transportation is often very inadequate 
from baking centers such as Tokyo. Many children throughout Japan have 
never eaten bread due to prohibitive prices or lack of availability. 

I would like to use a chronological order in reviewing several projects in 
Japan. Joe Spiruta, then Far East representative for the Oregon Wheat 
yrowers League, was responsible for development of the grain exhibit at the 
International Trade Fair held in Osaka, April 9 to 22, 1956. The wheat exhibit 
proved to be very popular. Three Japanese bakers worked every day making 
cakes from American prepared mixes, plus scones, rolls, sweet breads, and other 
specialty products made from the type of flour which is milled from Pacific 
Northwest wheat. Trade fairs are proving to be an effective way to promote 
American agricultural commodities. Consideration should be given to establish- 
ing permanent U.S. agricultural trade centers in such important world markets 
as Tokyo. In effect, these centers would be permanent exhibits similar to what 
are used temporarily at trade fairs. 

The second project began on May 18, 1956, when the league signed an agree- 
ment with the Japan Nutrition Association for the development and operation 
of eight kitchen demonstration buses which would travel throughout Japan. 
Three Japanese nutritionists assigned to each bus show housewives how to pre- 
pare low-cost nutritious meals, including wheat foods. We believe these buses 
are the most useful and positive approach developed for bringing a promotional 
message to the homemaker’s doorstep. A typical Japanese homemaker’s atti- 
tude toward the demonstration buses as recorded in one of Japan’s leading 
newspapers, is included here. 

“MaInicuI, May 15 (contributed by Mrs. Setsuko Inoue, 227, Mohara, Mohara 
Shi, Chiba Prefecture).—The ‘Kitchen Car’ has visited us, this gleaming large 
body, kneading its way along the green fields and hills, playing gay melodies— 
drew up by the roadside. The rear window opened, the top part becoming a 
mirror, and the lower part a gas cooking range. Like magic, an attractive 
kitchen is there. Women and children from the neighborhood scurry to the 
place. Two young lady nutritionists in clean white coats and their hair covered 
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up in white cloth were preparing vegetables and flour in an expert manner, with 
a touch of humor. 

“Teaching us the importance of one meal a day being of flour, that protein 
content foods should be accompanied with vegetables, and the nourishing content 
of dark colored vegetables, the correct combinations of foods—these things were 
already known to us, and yet they were explained to us in a scientific way, It 
was brought so close to us, by this demonstration right before our eyes, made 
us realize health condition is the result of such simple things. 

“The materials they used were such that one could find in any shop around the 
corner, like fish meat, sausage, whale meat, lamen (noodles) ands the reg; 
that we could put to immediate use. While we were happily looking on, in no 
time these were finished—e.g., a dish of Chinese noodles, attractively garnisheq 
with chopped egg, ginger, string beans—sandwiches made with whale meg 
apple, and peanut butter dressing. These foods were divided among us and we 
all enjoyed the taste. What an up-to-date and splendid idea is the Kitchen Car” 

This project was set up to operate over an 18-month period. It has proven go 
popular that 4 more buses have been added and the 12 buses now promote the 
use of soybeans as well as wheat foods. 

The third project, closely related to the demonstration buses, was the prepara. 
tion and distribution throughout Japan of educational material on wheat foods, 
This project has now been completed. 

The fourth project was the establishment of a bakers’ training school to 
improve the quality of bread and other products. A training center is now 
located at the Japan Institute of Baking in Tokyo. Four 3-month courses were 
planned for the year. Thirty to forty bakers receive training during each 
course. Graduation ceremonies for the third class were held during the last 
week of June. After the bakers have received their training at Tokyo they 
conduct classes in their home prefectures. It is estimated that in June classes 
were held at 200 locations over the country with approximately 10,000 students 
in attendance. Funds have been approved for continuing this project on q 
reduced scale for 1 more year. 

The next project concerned the training of home improvement extension 
workers to increase per capita consumption of wheat foods in the rural areas, 
Generally speaking, the agricultural segment of Japan is the poorest fed portion 
of the nation because they try to sell as much as possible from their tiny 2- and 
3-acre farms, keeping barely enough food to get by. Also, due to their extremely 
low income level, they fail to buy off-farm foods to vary their diet. In the 
rural areas, the per capita consumption of wheat foods is only about 8% percent 
of the diet compared to about 35 percent for the Tokyo adult. One home improve 
ment extension worker from each of the 46 prefectures received two courses of 
10 days’ training, each, during the year in Tokyo. Following this training, the 
workers conducted courses at the district level for other home improvement 
workers. Such prefectural schools were conducted three times during the year. 
This project was completed as of June 30, 1957. 

To encourage the purchase of U.S. wheat, the league sponsored an award for 
the annual golf tournament of the Japanese Grain Importers Association. A 
permanent rotating trophy, known as the American Wheat Cup, was presented 
to the association on July 25, 1956. League officers felt it was desirable to 
sponsor this contest since the Canadian and Australian Wheat Boards were 
supporting similar events. This is not a project, since no 480 funds were used, 
but it is mentioned to illustrate the type of activity generated as a byproduct 
of the market development program. 

One of the best methods we have found for using market development funds is 
the exchange of qualified United States and foreign personnel. When foreign 
delegations visit the United States, they observe firsthand the kinds and qualities 
of wheat and develop direct trade contacts. They are impressed by the effi- 
ciency demonstrated by our modern methods of producing, handling, transporting, 
storing, loading, and exporting wheat. We try to convince them that the United 
States is a stable source of supply of quality wheat at reasonable prices. 

On August 12, 1956, the league brought a five-man delegation of top Japanese 
Government officials and industry representatives to the United States for a 
5-week visit. The group included the Parliamentary Vice-Minister of Agricul- 
ture and Forestry. Before returning to Tokyo, the head of the delegation 
expressed appreciation to the league and the Foreign Agricultural Service for 
sponsoring this visit which had allowed these key officials to obtain a much 
better understanding of the wheat industry in the United States. 
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As a followup to the Japanese team, four men from the United States visited 
Japan and South Korea in May of 1957. The purpose of their trip was to see 
firsthand what progress was being made in the market development program, to 

rticipate in the Tokyo Trade Fair, and to further relationships with govern- 
ment officials and industry representatives. 

This completes a description of the first series of projects that have been com- 

eted in Japan. Many additional activities have since been carried out in- 
duding a nationwide advertising and promotion program in cooperation with 
the five wheat food industry groups, preparation of exhibits for the International 
Trade Fairs held in 1957 and 1958, and an expansion of the school lunch program, 

The purpose of the latter project is to expand the school lunch program into 
rural areas, where children are not presently participating. Out of 12 million 
primary-school children in Japan, 6 million receive a complete school lunch and 
1 million receive milk only. The remaining 5 million children who do not par- 
ticipate are mostly the children of farmers. School lunch meals include a hot 
dish, a bowl of powdered milk and a large wheat roll. 

Many Japanese leaders feel that school lunch has had more effect on increasing 
consumption of wheat foods than any other single activity, because the children 
learn to like the taste of wheat rolls at school and want them to eat in the home, 
The unpopularity of school lunch in rural areas is due partly to the poverty of the 
farmers. The main reason, however, seems to be the farmers’ lack of under- 
standing of the advantages offered by this program. 

A series of educational meetings will be held in the rural areas to create a 
desire among the parents to bring the benefits of school lunch to their children. 
If successful, this project would expand the consumption of wheat and dairy 
products to an additional 500,000 primary-school children. Such an expansion 
would mean an immediate aditional requirement of 10,000 metric tons of wheat 
flour, and 2,000 metric tons of skim milk, and in the long run mean a growing 
market for such foods among Japanese people generally. 

The league has concentrated marketing activities in Japan because the situa- 
tion there is favorable and it is so important to the Pacific Northwest as a wheat 
market. During the past 5 years, Japan has imported an average of 40 million 
bushels of wheat each year from the Pacific Northwest. Japan is a dollar market 
and will purchase some wheat, whether she has a 480 program or not. She 
needs to import about 4 million metric tons of grains each year. 

Japan has not signed a Public Law 480 agreement since 1956 and there is little 
local currecny left for market development. This is regrettable, since there are 
many projects in Japan that would continue to effectively expand the use of 
wheat foods. It is impossible for wheatgrowers’ associations to finance such 
large scale programs with their own dollars. During the past 3 years, the total 
foreign currency cost of the Japanese wheat program has exceeded one million 
dollars. These funds have been contracted from the Foreign Agricultural Serv- 
ice and without them the program would never have developed. The dollar 
contributions form the grower’s associations during this period exceeded 
$100,000, however. We are continuing to station a man and family in Tokyo, 
James Hutchinson, and make the best use of the small sums of yen that we can 
contract from FAS. 

The wheat market development projects have been underway long enough 
in Japan for a judgment to be made on their effectiveness in expanding markets. 
The evidence is encouraging. Before the war, the average per capita consump- 
tion of rice was 330 pounds. Today, it has declined to 264 pounds. In con- 
trast, consumption of wheat before the war was only 30 pounds, while at present 
in urban areas, it has increased to over 90 pounds. Rice is still the primary 
food but consumption of wheat has increased 300 percent during the past 14 
years. 

The Washington Association of Wheat Growers actively participated in the 
market development program starting in March of 1957. They sponsored the 
school lunch project which is now nearing completion, the Korean mission to 
the United States in the summer of 1957, and the promotion of Bulgour wheat 
in Korea in the spring of 1958. 

The Oregon League and the Millers’ National Federation have had a program 
underway since June 24, 1957, that involves seven countries: Japan, Taiwan, 
Thailand, Burma, Indonesia, India, and Pakistan. Preliminary work was done 
in Thailand, Burma, India, and Pakistan under this project. The Philippines 
a Ceylon have been added to the project and it has been extended to June 30, 

60. 
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In the spring of 1958, the Oregon growers decided to expand the program in 
India. A man was employed, Wayne Gentry, and an office was opened at New 
Delhi, India, in May. Shortly thereafter, the project was turned over to the 
Washington Association of Wheat Growers and the Nebraska Wheat Growers 
Association. This project is now being expanded to include Pakistan. 

The program in India is just getting underway. Two Indian bakers were 
sent to Japan for 6 feeks of intensive training in May of 1958. An Indian wheat 
mission was brought to the United States in July of 1958. A U.S. mission 
traveled to India and participated in the trade fair at New Delhi in December 
of 1958. Since then, an exhibit has been held at the trade fair in Calcutta in 
the spring of 1959 and other exhibits are planned for fairs to be held at Madras 
in September and New Delhi in December. 

The vast majority of wheat presently consumed in India is eaten as a “chap- 
pati,” a flat, unleavened loaf resembling a pancake; it is always eaten with a 
curry, vegetable, or sauce. Other popular Indian wheat food forms are as por- 
ridge or in sweets. Relatively little wheat is consumed in the form of bread, rolls, 
or pastries since western wheat food processing, excluding noodle or macaroni 
products, require baking and ovens. Outside the few major cities the knowledge 
of their use is nonexistent. It is thought that with the increasing industriali- 
zation of India, as well as the ease, cheapness, and sanitation of western mecha- 
nized baking methods, the future of increased wheat foods consumption in India 
would be along western lines. 

On March 26, 1959, we entered into a contract with the Coilege of Catering 
and Institutional Management at Bombay, India. The college is under the aegis 
of the All India Women’s Central Food Council, an organization originally 
started during the last war to propagate wheat in a rice economy when India 
was cut off from her traditional Burma rice markets. The college has as itg 
principal a Britisher on loan by the Food and Agriculture Organization of the 
U.N. 

Our contract provides funds for the enlargement of their existing kitchen 
facilities; purchase of modern bakery and kitchen equipment; and, to a small 
extent, subsidizes tuition. It is the intention to train approximately 300 Indian 
bakers during the next 2 years in commercial bakery operation. These young 
Indians will be working throughout India in bakeries, canteens, restaurants, 
hotels, ete., preparing more and better Indian and western style wheat foods, 
Consumption cannot rise until a tasty product is available for people to purchase, 
In addition to this commercial bakery course, the college has been requested to 
train the catering and baking staffs of Indian Airlines, Indian National Rail- 
ways, Burma Shell Canteens, and others. 

As was mentioned earlier, the projects that are still underway by the indi- 
vidual states are being turned over to the regional association. Western Wheat 
Associates has the administrative responsibility for the projects in India and 
Pakistan. We are workng there in a partnership with the Great Plains Wheat 
Market Development Association. 

J. H. Shollenberger, a retired USDA wheat specialist, has been employed as 
a consultant to organize a program for sampling and testing U.S. wheat being 
imported into India and Pakistan. Mr. Shollenberger departed for New Delhi 
on July 12. 

Joseph Spiruta, manager of the Washington Wheat Commission, has been 
given a 2-years’ leave of absence to work in India and other countries in Asia 
to develop new projects and set up programs in new countries. Spiruta ini- 
tially will replace Gentry as administrator of the India program. He will leave 
the United States about August 1. 

Terence McDonald, a milling specialist from Kansas, has been employed to 
work in India and Pakistan with the local millers and bakers to encourage better 
use of U.S. wheat and improve the quality of the flour and bakery products. 
He is scheduled to depart with his family about September 1. 

An office is to be opened in Pakistan to encourage better use of U.S. wheat and 
flour. Ivan Packard, executive secretary for the Washington Association of 
Wheat Growers, will fill this assignment and is scheduled to arrive in Pakistan 
about October 1. 

The two regional growers’ associations have approved sending two additional 
staff members to work in India and Pakistan as soon as the situation warrants 
it. Meanwhile, plans are underway for expanding projects in Ceylon, the 
Philippines and Indonesia in cooperation with the Millers’ National Federation. 

In concluding this report, I want to emphasize the importance of the 480 
program to our Nation’s wheatgrowers. There are unlimited opportunities for 
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market development projects with local currency in foreign countries. These 
fynds make possible a unique cooperative effort between agriculture, industry, 
and government. The large export movements during these past 4 years have 
peen no freak of the market. In countries of underconsumption, millions of 
ple for the first time have had the money to buy wheat, flour, and other 
foods that they need. Public Law 480 has been referred to as a temporary 
rogram, but why should this be the case when ‘it is a program that works? 
May I suggest to this committee that serious consideration be given to develop- 
ment of a permanent program to last a minimum of 5 years? The program 
should incorporate those features of Public Law 480 that make it possible to 
gell U.S. agricultural commodities to people who need them. ’ } ; 

We wish to thank the chairman and members of this committee for inviting 
our organization to present this testimony. 

The CuarmMan. Mr. Hope, on behalf of the committee, I want to 

congratulate you upon a splendid presentation of a well prepared 
document and to congratulate you and your associates for the work 
you are doing. ; 
“ I would like to ask whether or not the money that is being made 
available from foreign currency to carry on and expand the marketing 
development of the program which you contemplate is sufficient. We 
have Public Law 480 and under it there are certain funds for market 
yromotion. And we are giving consideration now to the question of 
whether or not the law is adequate in that respect, whether we should 
provide for an increased use of foreign currencies for market pro- 
motion. : 

Mr. Horr. In answer to that I would say, as far as our operations 
are concerned, and we are a new organization, we have not suffered up 
to this time from a lack of foreign currency. 

I understand that some restrictions have been placed upon the 
transfer of foreign currencies in the appropriation bills. I know 
the Department of Agriculture appropriation bill has some pro- 
visions relating to that, whether they were in the bill as finally enacted 
I do not know. 

So, I am not able to say whether we are or are not going to be 
handicapped by those provisions. 

I feel that this program should be expanded and will be expanded 
if ample local currency is made available. 

It would be possible to say that we have an ample amount of local 
currency, but it could not be made available in some instances for the 
best and most effective use if there was not interchangeability there so 
that it could be used in the countries where our activities could be 
carried on to the best advantage. In other words, there is probably 
no shortage of rupees, we will say, but at the present time if we are 
to carry on activities which we think are very necessary in Western 
Europe, we are going to have to use some other currencies than 
Western European currencies because most of those countries are not 
eaptng under Public Law 480. There has to be an interchange- 
ability of foreign currencies, a free interchangeability, so far as the 
FAS is concerned if we are going to use them to the best advantage. 
Iam not in a position to advise the committee just how that situation 
should be handled so far as legislation is concerned. I know that the 
people in the FAS who are working on the matter can undoubtedly 
give the committee some suggestions as to where the weak spots are 
and what need there is for use of currencies in some of these countries 
where we do not have available local currencies. I do not know 
whether that answers your question or not. 
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I hope the committee will very carefully review that question be. 
cause a great deal, I think, is going to depend on whether these cur. 
rencies are available in the right places to do the most effective work. 

The CuHarman. It seems to me that you and your organization 
should be given every possible support and assistance because it jg 
rather strange to me that our USDA has not taken the steps to en. 
courage the opening of offices in different parts of the world to ca 
on the work that is contemplated by your organization. We have 
been told that we had a Commodity Credit Corporation agricultural] 
attaché in Europe, and his office has been closed and he was brought 
home. It seems to me that instead of closing up the office and bringi 
him back, we should have been opening up 50 other offices in other 
parts of the world to accelerate the marketing of the products that 
we have. 

Mr. Hore. On that point, if I may reply, Mr. Chairman, I feel that 
we have had very fine cooperation from the Foreign Agricultural 
Service during the time I have been working on the program, J 
understand that possibly a year or 2 years ago there were complaints 
that other commodities were getting favored treatment over wheat, 
Of course, I expect every commodity makes some complaint of that 
kind; I do not know. But at the present time, I feel that our or- 
ganization is getting wholehearted cooperation from the Forei 
Agricultural Service. There may be some redtape which could 
cut, there may be some administrative changes that should be made 
to facilitate the work. Those situations always exist. But I believe 
that we are getting very, very good cooperation from the FAS; in 
fact, within recent months they have actually been a little ahead of 
us in some projects because we haven’t had the personnel to send out 
to carry on some activities which they had suggested. 

The Cuarrman. The recalling of a Government employee would not 
be so bad if we knew that we had the assurance that the Department 
would cooperate with civilian agencies. I would prefer to have them 
operated by civilian agencies rather than by bureaucrats. One man in 
Europe was being recalled at a time when the American Farm Bureau 
was opening an office in Rotterdam for the purpose of expanding farm 
markets. Now you come along with your organization on a worldwide 
basis and it seems to me that you should have every possible coopera- 
tion and assistance to use foreign currencies. That is one thing we will 
look into, to assure ourselves whether it is ample under the law now or 
should be increased. 

Mr. Horr. I sincerely hope the committee will give very careful 
consideration to that question. 

The CuatrMan. In your statement you referred to long-term com- 
mitments. We have a bill pending which provides for long-term com- 
mitments. I would like to ask further questions on that, and to dis- 
cuss that phase of your statement further. 

I would like to yield to Mr. Hoeven. 

Mr. Hoeven. Mr. Hope, I am delighted to see you again. I have 
many happy memories of our service together on the Agriculture Com- 
mittee during past years. 

Mr. Horr. Thank you; I can say the same thing. 

Mr. Horven. You made a very splendid statement. And I cer- 
tainly want to congratulate the Great Plains Wheat Market Develop- 
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ment Association for the work it isdoing. I had no idea that you were 


already Sperating in such an extensive way. You are rendering a great 


ublic service in the work you are attempting to do. 

I note with interest that your association is placing a great deal of 
emphasis on the grading of wheat and seeing to it that our exports 
to other countries are of the type of wheat which they can use. 

It was my good fortune, along with Mr. Poage and other members 
of this committee, to visit South America in the fall of 1955 as members 
of the Foreign Agricultural Operations Subcommittee of the Com- 
mittee on Agriculture. I recall a specific instance in which the impor- 
tation of American wheat was discussed. We were told very frank] 
that we were shipping so-called dirty wheat, which could not be fae. 

South America is one of the greatest potential markets for some 
of our surplus agricultural commodities. Don’t you think we should 
make a real attempt to ship so-called clean wheat to these countries? 

Mr. Hore. That is certainly one of the objectives of our organiza- 
tion—to see that is done. It goes even beyond that, Mr. Hoeven. 
It not only goes to the question of shipping clean wheat. We have 
had a lot of complaints about dirty wheat and foreign matter and 
that sort of thing which are bad, of course, and we are trying to do 
what we can to eliminate those complaints. We cannot very well do 
it without the cooperation of the grain trade. But it goes beyond 
that in this respect: That we feel our exports of hard wheats will 
increase as soon as the millers and the bakers in other countries are 
able to order wheat and flour in the same way that the millers order 
wheat in this country. 

In this country a revolution has taken place in the last 5 or 6 years 
in the buying and selling of wheat. Formerly, it was sold by grade. 
But, as a matter of fact at the present time, about all the millers of 
this country use the grades for is hedging on the board of trade. 
Practically every bushel of wheat that is Os by millers of this 
country is bought on specifications. That is, they do not ignore 
grades altogether, but they buy it upon sample and upon test for its 
milling quality, upon the amount of protein, upon the quality of 
gluten, the ash, and all the things that go into the question of baking 
quality. They can do it in this country. Foreign buyers up until 
now have had very little opportunity to order wheat in that way. 
They have to buy it by grades because that is the way in which the 
international grain trade is conducted. 

What we are trying to do in our educational activities is to inform 
the millers of countries in western Europe, we will say, or in Latin 
America, as to what specifications they should write in order to get 
the kind of wheat they want. And, that is, perhaps, the most impor- 
tant part of our work in developing dollar markets, I think. It 
probably will involve some other changes in the grain trade. It will 
take some time to do it, but I think it will involve the erection of a 
great deal more storage at our ports and, also, storage in the import- 
ing countries, so that there can be stored in these port elevators in 
both our country and the importing country various types and grades 
of wheat, so that millers will have a choice and can order by specifica- 
tion. If they want a 14-percent protein wheat, if they want the gluten 
of a certain type and other qualifications, they can put it in their 
specifications, and the seller will give them just what they want. You 
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can go to any terminal elevator in the Great Plains area today ang 
you can order any kind of wheat you want. If you are a miller yoy 
can get any percent of protein you want; you can get all of the other 
qualities which make up good milling wheat. And many times even 
those things which are shown in the chemical tests do not necessari} 
mean baking quality. They take the samples and see what kind of 
bread it will turn out before they buy the wheat. 

That is what we would like to see established in the importin 
countries, because we think it will lead to a greater appreciation 9 
the quality of our wheat. I think it is only a matter of time. It 
is a matter of education. But it is one of the most important things 
that we have undertaken in this activity, I think. 

Mr. Hoeven. Thank you, Mr. Hope. I am glad to have the in- 
formation. 

Just one other question. I appreciate the fact that your associa- 
tion is comparatively new, but you have already made rapid progress, 
as I have indicated. What do you anticipate is going to be your 
greatest handicap? In all of our exports to foreign countries, we 
have to contend with foreign policy and are often charged with 
dumping wheat in other countries so as to disturb their economy, 
Do you forsee any problem in this regard ? 

Mr. Horr. Well, I think in the past those problems have gradual] 
worked out as we have gone along. I am not convinced that this 
program has seriously interfered with the economy of either the im- 
porting countries or other exporting countries. I think that, per- 
haps, we have leaned backword in most. cases in seeing to it that it 
did not happen. I do not know—it is difficult to say—how far we 
should go in that kind of a program. I think that we have offered 
the other exporting countries of the world in the food for peace 
program an opportunity to join with us in trying to bring surplus 
wheat to hungry people. If they do not take advantage of that op- 
portunity, if they do not care to go along with it, I think they 
are in a rather poor position to object to whatever steps we may 
feel are necessary in that direction. I would like to see all of the 
exporting countries cooperate. I am not talking about pooling of 
wheat or anything of that kind, but to cooperate in a program to 
help feed the world’s hungry people with these great surpluses of 
food we have in this and other exporting countries. 

The question you bring up, of course, is a very important and 

ractical question. I do not think there is any pat answer to it. 

think we have to give some consideration to the effect that these 
policies will have upon the economy of exporting and importing 
countries, but I think so far it has been handled in a way that these 
countries will have very little ground for complaint. 

The CHatrman. I want to refer to Public Law 480 on the use of 
foreign currency. In fact, section 104 says: 

The President may use or enter into agreements with friendly nations or 
organizations to use currencies which accrue under this title for one or more 
of the following purposes. 


And the very first purpose is— 


(a) To help develop new markets for U.S. agricultural commodities on a 
mutually beneficial basis. 
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So if your organization needs the use of foreign currencies, the 
authority already exists for unlimited use of foreign currency for the 
purposes specified. te ee 

Mr. Horr. As I say, there may be some limitations. I understand 
there are limitations in legislation that does not come before this 
committee. That is one of the problems. 

The CHAIRMAN. Section 104 states: 

Notwithstanding section 1415 of the Supplemental Appropriation Act, 1953, or 
any other provision of law, the President may use— 
if something has been enacted since then I am not aware of it al- 
though it may have been done. rk 

Mr. Horr. The legislation contained in the annual appropriation 
bills. . 

The Cuamrman. Mr. Hoeven suggests perhaps there was a limita- 
tion placed in the appropriation bill. I know that with reference to 
certain specific uses that is true. 

I yield to Mr. Breeding for a question. 

Mr. Breepine. It is nice to see you here this morning, and I am 
sorry I was not here at the beginning of your testimony. 

I am glad to have you here this morning. Since you and I live 
in the same neighborhood in the United States, it is a pleasure to 
have you here. 

Mr. Horr. Thank you. 

Mr. Breepinc. I want to congratulate you on this statement. 
I want to say this, that I have known you for many vears and I do 
not think there is another man that I have met who knows as much 
about wheat and wheat problems in the marketing of wheat as you do. 

Mr. Horr. You are very kind. 

Mr. Breepine. I know about your work. I have certainly heard 
it said many times that if you had been head of the Department of 
Agriculture, we would not have been in the same position as we are 
today. 

Mr. Horr. I might have been in a lot of trouble in that case. 

Mr. Breeprna. I want to compliment your organization, the Great 
Plains Wheat Marketing Development Association in the work that 
you are doing. As a wheatgrower, as a Member of Congress, it is 
very heartening to me to see the good work that you are doing and 
the accomplishments that you are making. 

Have you noticed any appreciable increase in the market for wheat 
from the United States worldwide since this organization has been 
in existence—has been organized—has been working on this problem. 

Mr. Horr. We have seen some increases in the specific instances, 
some of which I recounted. Of course, wheat exports during the 
fiscal year just closed are above the exports for the previous fiscal 
year, but are not up to the exports for the fiscal year 1956-57. That 
was the recordbreaking year, I believe about 545 million bushels. 
And we haven’t come up to that. And we do not pretend that we 
have been in existence long enough to have exerted any great influ- 
ence upon the markets up to this time. We think we have laid the 
groundwork for some expansion, and we feel sure we have, and we 


196 EXTENSION OF PUBLIC LAW 480 


can point to some particular instances like the case of the English 
millers I mentioned a while ago, and those purchases by Portugal] 
that are the direct results of the activities of this organization. And 
I am sure that in another year, we could report a great deal more 
than I can report to you now because I think these activities are going 
to increasingly bear fruit as we go along. 

Mr. Breepine. I think one of the great problems we have world. 
wide is getting it to the hungry people of the nations. It has been 
brought to our attention many times here that we get it into Govern. 
ment hands, in South America and other places, and the hun 
person still has to pay an exorbitant price or does not get the wheat 
or the food. In your connections with this organization, have you 
noticed any improvement that hungry people were getting this wheat? 

Mr. Horr. Well, I think that is right, there are certainly some ex. 
amples of that. Now in Colombia—I was down in Colombia, about 
3 months ago and there has been a very effective program carried out 
there by several organizations. 

The Foreign Agriculture Service, the ICA, the CARE organiza- 
tions, and the Miller’s National Federation and our organization 
have all joined in a program in Colombia which I am sure is getting 
some results. When I was in Bogota every schoolchild in Bogota 
was getting a bun and a glass of milk in the school lunch program 
and it was a very effective campaign which was being carried on in 
the field of nutrition to encourage the increased consumption of wheat 
and dairy products. 

Now Colombia is a country with a very low consumption of wheat, 
I think only a litle over 30 pounds per capita per year, whereas Chile 
consumes over 300 pounds per capita per year. There is a great field 
in most of the South American countries outside of Argentina and 
Chile for an increase in the per capita consumption of wheat. 

They use corn. They use rice—and I am stepping on other toes, 
T realize when I am talking about that, and they use certain roots 
instead of wheat. Corn was the native food of the country before 
the Spanish came, as far as that is concerned. 

We feel that there is a great deal of opportunity in those countries 
to increase the consumption of wheat as times goes on. It will be 
gradual and it will depend on the policies of the local governments, 
It will depend on economic conditions, and in a country like Colombia 
I think it will depend a good deal on the amount of storage that is con- 
structed down there, because that is one of the factors now about which 
everyone is complaining, the millers and the bakers and the farmers 
all told us if they could build port facilities in Colombia so that ship- 
ments of wheat could be brought in in bulk it would save in the very 
beginning a considerable amount of freight and handling charges 
because at present it all comes in sacks. 

The Cuarrman. Do you think we should build the storage facilities 
or the foreign country should build them ? 

Mr. Horr. There is a wonderful opportunity to build storage under 
the Cooley amendment. Our contract with Colombia expires this 
year and as soon as we enter into a new contract with Colombia they 
will be eligible for Cooley amendment funds. And I anticipate that 
there will be a request for those funds at that time. 
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I think American capital could very well go into a country like 
Colombia and build grain storage. It would be sounder a tor 
profitable than to conn building storage in this country at the rate 

sn going on recently. ee 
s Pel there isa great opportunity to construct storage facilities in 
these countries that will be a profitable venture from the start. 

The CuarrMan. Mr. Poage. 5 

Mr. Poace. I do not want to prolong the discussion because every- 
one would want to talk about other problems with you, but I do want 
to express my persone for the way in which you have handled 
this problem of long-term contracts. The law specifically authorized 
10-year contracts for the U nited States. In section 104, subsection B, 
there is a specific ‘ad era that the Secretary can enter into a con- 
tract, or the Presi ent may enter into contracts for supplies extend- 
ing over a period of 10 years. That is, in using the money that we 
accumulate from the sale of the commodities, we can enter into con- 
tracts that will bring us strategic material over a 10-year period. 

There is not in the present law a comparable provision as to which 
we can enter into contracts for selling our goods, but it seems to me 
that it is perfectly clear that if the United States with its resources 
must know that it can get a supply for 10 years and that it is reason- 
able to assume that these underdeveloped countries need it even more 
than we do and if they don’t get that kind of protection and simply 
get an adequate supply of wheat for 1 year and the next year may be 
cut off completely, it may be much worse than getting it in the first 
place. 

Mr. Hore. I think you have made the point I have tried to make 
and you have done it more effectively. 

Mr. Poace. We have taken care of the United States and we are 
proposing that we give to the recipient countries the same kind of 
safeguards that we ought to — for our own country. I think if 
we expect other people to abide by the terms of this provision we 
have to recognize that they must have the same kind of problem, 
and probably more serious than we have, and if we are going to make a 
real constructive program for the development of the peace over the 
world—and we talk about food for peace—but if we are going to make 
our food actually serve as an instrumentality of peace, we are going 
to have to make commitments for a rather extended period of time. 

The Department recognizes that they have the power now to make 
commitments and yesterday they recognized that there was no actual 
limitation on this but that they won’t make the commitments. I 
believe the Secretary told us 2 years was about his limitation on 
commitments but it seems to me that right there is a point where we 
will have to broaden what we are doing and we will have to extend 
it for a period longer than 2 years and I think we will have to extend 
the terms of payment for longer than 2 years. 

Again, there is no provision in the bill that limits the period of 
repayment on the loans that we make from the funds that we secure 
from the sales of the commodity. 

Do you feel that we should conduct a program of rather liberal 
repayment—and I am talking about time? 

Mr. Horr. Yes, I do, depending on the circumstances, of course; but 
I think it would be a great advantage to the program and to our 
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interest and to the interest of the recipient countries also. were we to 
have the authority to make longer agreements as far as payments 
are concerned. 

Mr. Poacr. That has been my feeling. Of course, there are cages 
where you won’t want to make long-term loans. 

Mr. Horr. I think in many cases it would be a sounder contrae 
with a better chance of realizing something from it in the end if the 
terms were made for a longer period of time. 

Mr. Poace. I think it is exactly the same sort of thing as our farm 
loan program. If you had a farm loan program system that would 
make no loans for 2 or 3 years—2 years, as has been suggested—yoy 
would not have much of a farm loan program. You wouldn’t have q 
very sound loan program unless you make the repayments go over a 
much longer period of time. It seems to me that one of the things 
that the land banks did for this country was to greatly extend the 
period of repayment as well as reducing the interest on repayments, 
It seems to me we are going to have to do the same thing for the sale 
of these commodities abroad. 

Do you envision—and you have already said that as far as wheat is 
concerned you do envision a surplus of wheat for a number of years 
to come—do you feel that the same thing is true of several of our other 
agricultural commodities ? 

Mr. Hore. Well, I am not in a position to know too much about some 
of the other commodities. I think that is probably true, and the reason 
I think it is true, without knowing too much specifically about what is 
going on now with regard to other commodities, is that this explosion 
in production that we have had in this country is going to make it 
absolutely certain that we will have a surplus of agricultural commodi- 
ties to export in the years ahead. 

Mr. Poacer. As long as we are probably going to have surpluses of 
agricultural commodities for some time to come, it seems to me we have 
to develop a long-time program of distributing those commodities 
throughout the world, and even if we have to permit ourselves to supply 
some commodities that are no longer actually in surplus; but we had 
better make commitments that will enable us to move the things we 
want to move rather than refusing to make commitments because we 
might find ourselves faced with an increasing price on some of these 
commodities. We are going to be able, at least for the foreseeable fu- 
ture, to supply any reasonable amount of agricultural commodities we 
commit ourselves to supply. There is no real problem of the United 
States not being able to meet the commitments on agricultural com- 
modities, within reason. 

I would like to discuss the matter of usability. 

The Cuarrman. Are there any more questions? 

Mr. Breepinc. We are having trouble in Congress in coming up 
with a bill that is satisfactory to the wheat growers and other organ- 
izations. What kind of a plan would you suggest ? 

Mr. Horr. I am afraid that if we got started on this there is no tell- 
ing where we would end up. I have no magic plan. I want to say that 
to start with. I think most members of this committee know that for 
many years I supported the domestic parity program. TI still have 
my early enthusiasm for it. I think it will work, although it may have 
to be modified somewhat from its original form. But I still think 
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that it is the best program for wheat. That is not news, I know, be- 
equse everybody knows my position on it. 

The CuHarrMAN. You have long been regarded as one of the out- 
standing wheat experts in the country. I wish you would do us one 
favor before you leave Washington, and that is to write a wheat bill 
that we can send to the White House. 

Mr. THomrson. Mr. Chairman. 

The CuamrMANn. Mr. Thompson. 

Mr. Tuomrson. Mr. Hope, you and I were joint advocates of the 
domestic parity plan. 

Mr. Horr. That is right. 

Mr. THompson. And I am strongly in favor of and I am very much 
interested in the plan. 

In the rice industry it still stands out before the producers as the 

eatest hope that we have. 

Mr. Horr. I am glad to hear that you are still strong in the faith. 

Mr. Tuomrson. Before you go, and while you are convincing the 
Department of what should be done, I wish you would convince them 
of that. 

Mr. Horr. My efforts so far have not been anything to brag about, 
I will say that. I am willing to keep trying. 

The Cuarrman. Thank you very much, Mr. Hope, for coming to 
see us and we trust that you will come by again. 

Mr. Horr. Thank you, Mr. Chairman. 

The Cuarrman. I will now call Mr. Thomas C. Mann, Assistant 
Secretary of Economic Affairs of the Department of State. 


STATEMENT OF HON. THOMAS C. MANN, ASSISTANT SECRETARY 
OF ECONOMIC AFFAIRS; ACCOMPANIED BY HOWARD BRANDON, 
ASSISTANT CHIEF, COMMODITY DIVISION, OFFICE OF INTERNA- 
TIONAL RESOURCES; AND MISS DOROTHY M. JESTER, INTERNA- 
TIONAL ECONOMIST, COMMODITY DIVISION 


Mr. Mann. Mr. Chairman and members of the committee, thank 
you for this opportunity to present the views of the Department of 
State on general aspects of the administration of Public Law 480. 
The Department of Agriculture has already testified at some length 
and I assume that the committee wishes me to direct my remarks 
primarily to the foreign policy aspects of the program. 

I wish to say in the beginning that the existence of agricultural 
surpluses in our country provides us with an opportunity to improve 
standards of health and nutrition, to promote a more rapid rate of 
economic growth through development loans and grants from sales 
proceeds, to increase commercial marketings by expansion of food 
consumption, and to help nations cope with the difficult task of pro- 
viding food for rapidly expanding populations. 

The Department of State is therefore interested in finding ways 
to utilize our agricultural surpluses in the most effective way possible 
in the service of humanity and freedom. 

We have made considerable progress. In the fiscal year just ended 
we have negotiated agreements with 23 governments for the sale 
under title I of agricultural products having a CCC cost of approxi- 
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mately $1,150 million. In addition, we are currently in the process 
of negotiating eight additional agreements involving commodities 
having a CCC cost of about $528 million which, added to the previous 
figure, makes a total of about $1,678 million. This is a record which, 
considering the difficulties involved, we may regard with some degree 
of satisfaction. 

In the search for ways to make a fuller and more effective use of 
our food surpluses, the United States took the lead in arranging last 
May an international food for peace conference of the major wheat- 
exporting countries. And in June a food for peace wheat utilization 
committee was set up to consider specific program problems. There 
is reason to hope that we shall, as a result of these meetings, have 
better international understanding and better coordination in carry- 
ing out the objectives of the President’s food for peace program, 

Also there have been submitted to the Congress amendments to 
Public Law 480 designed, among other things, to— 

(1) increase the authorization under title I by $1.5 billion, 
and under title Il by $300 million, both for the calendar year 
1960; 

(2) permit under title I the grant of foods for the establish- 
ment of national food reserves and for certain development proj- 
ects in less developed countries ; 

(3) authorize the use of foreign currencies acquired for non- 
food emergency relief ; 

(4) authorize under title IT the use of commodity grants and 
proceeds derived therefrom for economic development purposes 
not practical to administer under title 1; 

(5) authorize the payment of general average claims for title 
II commodities involved in loss or damage actions against carge 
shipments. 

In addition, pursuant to the recommendations contained in the 
report of John Davis, the Berenson-Bristol-Strauss report and the 
Boeschenstein report, steps have been taken to liberalize loan terms 
and permit a more expeditious use of currencies for economic develop- 
ment. For instance, the National Advisory Council has approved a 
provision to eliminate the maintenance of value provisions in loans 
of local currency. The maintenance of value requirement has im- 
peded negotiations with foreign governments simply because a bor- 
rower is unwilling to assume a long-term risk of devaluation when he 
can borrow from internal sources free of this risk. Also, we have 
adopted the practice of reaching mutual understanding on the prin- 
cipal features of the loan agreement at the time the sales agreement 
is negotiated. Again, our missions in the field have been given au- 
thority, subject to general guidelines, to conclude agreements for the 
use of local currency in specific projects and programs. Another 
change has been to use a larger part of the local currency proceeds for 
grants to assist in financing non-self-liquidating projects, with the 
aim of increasing the attractiveness of the program, avoiding the ex- 
cessive accumulation of local currencies and promoting a more rapid 
economic growth of the country concerned. 

These administrative changes will eliminate or diminish some of our 
negotiating difficulties and, with the proposed legislative changes al- 
ready referred to, will make the surplus disposal program more 
flexible and efficient. 
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There are, however, a number of considerations which we believe 
deserve the particular attention of this committee and of the Congress. 

First, there is a limit on the quantity of our surplus agricultural 
commodities which can be disposed of under Public Law 480 without 
injury to our economy, the economies of our friends and allies who 
export the same commodities, and the economies of the recipient coun- 
tries themselves. 

Countries with convertibility and balance-of-payments problems 
find it advantageous to purchase food with local currency, especially 
since a substantia] part of the currency is returned to the country in 
long-term, low-interest loans for economic development. It is, there- 
fore, not surprising that they sometimes seek title I commodities not 
only to obtain agricultural products which they would find it difficult 
to pay for in convertible currencies but as a substitute for commercial 
transactions for which they can allocate foreign exchange. If we 
were to permit this, our own commercial sales would inevitably de- 
cline, as would those of our friends and allies. This is why we strive 
to avoid displacing normal marketings. 

It is sometimes thought that excessive disposals of agricultural] sur- 

luses are harmful only to those economies whose commercial exports 
are displaced. But the disposal of excessive quantities can be harm- 
ful to the recipient country itself. 

For one thing, it can discourage domestic agricultural development 
by reducing producer incentives. The Argentine nation is today pay- 
ing the price of austerity largely because its agricultural production, 
on which its economy rested, sharply declined because of previous 
price policies which removed the producers’ incentive to raise livestock 
and grains. The reduction in agricultural production, in turn, con- 
tributed directly to balance of payments difficulties which we have: 
been helping to alleviate and to inflation and rising costs of living 
which it is not so easy to remedy quickly and painlessly. 

Countries which are striving for rapid economic growth need all of 
the exchange they can get for the purchase of capital imports. Our 
disposal program contributes to their ability to buy these needed im- 
ports. But this ene i can be offset if their agriculture declines 
and a situation of dependence on foreign food is created which they 
cannot hope to pay for in the foreseeable future. This could in time 
result in a serious problem for them as well as for us and for the free 
world. 

When a Department of State officer was discussing this general 
problem the other day before another committee, he correctly pointed 
out the recipient countries themselves may find that other parts of 
our program displace their exports and reduce their export earnings. 
He said: 

A good example of this type of problem was brought out by a statement made 
by a delegate from Pakistan to the GATT meeting in November 1958. He said 
that his country had greatly benefited from the U.S. surpluses and he thanked 
the U.S. Government. But he pointed out that the disposal by the United States 
of cotton surpluses had resulted in lower foreign exchange earnings from Pakis- 
tan’s cotton exports, and he went on to express his fear that the situation was 
getting worse, observing that in the first quarter of 1958 as compared with the 
first quarter of 1957, Pakistan’s foreign exchange earnings from cotton had 
dropped nearly 50 percent. 


44273—59——_14 
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* * * It certainly would not make sense to the American taxpayer for us to 
tear down with one hand what we are trying to build with the other. This point 
was made recently by a representative of a country which has received substan. 
tial dollar aid from the United States. He said that his government greatly 
appreciated this assistance but could not understand why the United States was, 
at the same time, displacing his country’s normal marketings by sales of Publie 
Law 480 tobacco. 

It is of course difficult to mark the precise line where our agricul- 
tural disposal program would do more harm than good. Consump- 
tion varies from year to year especially in a commodity like cotton 
where so much depends on whether the textile industry is in a reces- 
sion or a boom period. Disasters due to natural causes may tempo- 
rarily reduce crops and conversely a good crop year can create a 
burdensome surplus disruptive of market stability. The ability of 
importing countries to pay for their food imports is another variable, 

Psychological attitudes also vary and determine, for example, 
whether buyers accumulate stocks or cease buying in the hope that 
lower prices will prevail later. At times, market stability and the 
attitudes of other exporting nations are governed not so much by what 
we actually do in administering our disposal program but what they 
fear we might do. Because we are such a large producer of agricul- 
tural products and because our stocks are so large, we have, in the 
eyes of the entire free world, an obligation to act in a responsible way. 

We have developed a procedure for dealing with this problem which 
works remarkably well considering all the variable and sometimes 
complex factors involved in each and every transaction. This pro- 
cedure was recently explained in these words. 

After a request for Public Law 480 commodities is received—let us take a 
hypothetical example of country A, which has asked for 900,000 tons of wheat— 
we analyze the historical trade patterns: for a past representative period. We 
evaluate the information concerning such factors as existing stocks, domestic 
production, estimated consumption, foreign exchange resources, and total import 
requirements. On the basis of the results we can determine approximately how 
much wheat we can put into country A without impairing normal commercial 
imports from the United States and other suppliers. Let us assume for instance, 
that 600,000 tons turns out to be a reasonable amount to offer under title IL 
We then consult the other suppliers and explain what we have in mind. We 
point out that available data show that country A should be required to import 
300,000 tons of wheat on a regular commercial competitive basis, that we believe 
this leaves room for them as well as ourselves to maintain our respective normal 
commercial exports to country A and that we would like to have their views. 
If we have done our job well and our estimates are reasonable and realistic, 
the other suppliers will agree with us and express their sincere appreciation for 
taking their interests into account. 





The considerations which argue against the displacement of com- 
mercial sales by title I transactions apply with particular force to 
barter. There are a number of reasons why we do not, in general, 
consider barter to be a very desirable way of disposing of large 
amounts of agricultural surplus: 

First, we believe that all of our surplus which the world can con- 
sume, without disrupting normal trade channels, could be disposed of 
by commercial sales supplemented by the sale and grant techniques 
authorized in Public Law 480. 

Second, often materials acquired in barter transactions cannot 
otherwise find a market in the United States either because of our 
import quotas, or because of restrictions imposed by international 
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agreements or because of a lack of demand here. The foreign seller 
therefore sometimes find it convenient to make materials available for 
stockpiling at a reduced price. This makes it possible for the United 
States entity to offer surplus agricultural products at a reduced price ; 
and this, in turn, tends to lower world market prices. 

Third, because a large proportion of our barter transactions has 
involved moving our surplus agricultural commodities to economl- 
cally developed nations capable of paying dollars for their import 
requirements, our barter transactions are especially damaging to nor- 
mal commercial trade. In this connection it is noted that the private 
character of the transactions and the lag in the availability of trade 
statistics make it especially difficult to prevent these barter transactions 
from displacing normal sales. : 

Fourth, we believe there is questionable value in the accumulation 
of additional amounts of commercially available materials for stock- 
pile purposes when we already have quantities of the materials in 
excess of our military requirements and when there is no foreseeable 
prospect of being able to dispose of them in world markets without 
disruptive consequences. Large accumulations can constitute a bur- 
densome surplus working for a lack of confidence in market stability. 

Fifth, the displacement of dollar sales by barter transactions is of 
particular importance to us at this time. In 1958 the United States 
suffered a balance of payments deficit of about $3.4 billion. The 
seasonably adjusted figure for the first quarter of 1959 was at an an- 
nual rate of $3.7 billion. Each dollar earned from commercial ex- 
ports of agricultural surplus tends to reduce the degree of deficit. 

In the fiscal year just ended barter contracts to exchange agricul- 
tural products totaling $156 million in export market value were 
entered into under the barter program. The national interest would, 
in our opinion, be best served by maintaining and strengthening the 
provisions in barter legislation regarding the undue disruption of 
world prices and replacement of commercial sales. We would con- 
sider it especially undesirable to require the barter of a fixed quantity 
of materials irrespective of world market conditions. 

In conclusion, I wish to repeat what I said in the beginning. Public 
Law 480 has, on balance, made a constructive contribution to our for- 
eign policy as well as our national objectives. It can continue to do 
so if we continue to administer it in such a way as to serve our broad 
interests and those of the free world. 

The CuarrmaNn. Mr. Mann, we are delighted to have you and your 
associates here this morning for the purpose of discussing the im- 
portant matter now under consideration. I had asked the members 
of the committee not to interrupt you until you had presented your 
statement fully. I wish to thank you for your statement. I would like 
to point out to you that I understand that the President is in favor of 
expanding the barter program and the Secretary of Agriculture told 
this committee he was in favor of expanding the barter program, and 
no official in any department has presented any definite evidence to 
this committee to indicate that barter transactions have displaced dol- 
lar transactions. We have had evidence to indicate that as barter 
transactions increased the dollar transactions increased and we had 
evidence that as barter transactions decreased that dollar transactions 
decreased. 
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Notwithstanding that evidence you are opposed to the barter be- 
cause the barter interferes with commercial sales. I will ask you this 
question : Give us one case, one example, where any barter transaction 
has interfered with dollar sales and I will show you a man who ig 
derelict in his duty because there was not supposed to be anyplace 
where a barter transaction displaced a dollar sale. 

If you know of such an instance I would like to know the name 
of the Government agency or the person who approved that trans- 
action. 

Mr. Mann. Mr. Chairman, a barter transaction is entered into b 
private people here and somebody abroad. To get definitive proof 
that the person abroad would have done what he did had he not been 
able to acquire what he needed by barter is obviously, as any lawyer 
would know, a very difficult thing to establish. We don’t have any 
contact with these buyers abroad. We don’t talk to them. We don’t 
see them. It is a matter of what their intention would be, what they 
would have done had they not been able to meet the requirements by 
the barter way. 

I do not say that we are opposed to barter. I think there isa place 
for barter, as I said last year before this committee. I am talking 
about my worry about a requirement to move a fixed amount of goods 
and material in barter without reference to what the market condi- 
tion is and without reference to what it would do to dollar sales. 

The Cuatrrman. There is no provision in the law that would require 
moving any fixed quantity of anything. We might propose that as 
an objective but it seems to me that instead of being a stumbling block 
in a program which apparently worked fairly well we should try to 
do something te expand the transactions through which we have ac- 
quired strategic materials valued at $1 billion and have saved, accord- 
ing to the evidence we have, over $500 million on storage of those: 
strategic materials each year. You might indicate that we might be 
bartering for things we don’t need in our own economy. If that is 
true then somebody is violating the spirit and the letter of the law 
because it was not contemplated that we would buy things we did 
not need or that we would buy strategic material in quantities that 
were not needed. 

In the preparation of the last act we authorized the President of the 
United States to make up his own strategic material list and we would 
barter under his direction. While he was slow in making up the 
list, he finally made up the list. 

Now it seems to me we have found a man who does not like barter, 
and you are the man. Everybody else says they like it and you say 
you don’t like it and we have been pointing an accusing finger at 


somebody downtown as blocking these transactions. It looks to me: 


like you are the person. 

Mr. Mann. I thank answer No. 1 is that the State Department 
approved $135 million worth of goods in barter in the year just ended. 

The CHargMAn. $135 million ? 

Mr. Mann. Yessir. 

The CuarrmMan. It should be about $335 million, shouldn’t it? 

Mr. Mann. $156 million it may have been. I am told it was $156 
million. It may be that next year we will be able to move less. It 
may be that we will be able to move more. I can assure you that far 
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from wanting to place any stumbling blocks in front of any part of 
this program the State Department worked very hard to move large 
quantities of agricultural products last year. I think it is in the in- 
terest of the U.S. economy and the U.S. farmer to make a sale for 
dollars if we can. 

The Cuairman. Certainly. 

Mr. Mann. The next best thing is to make a sale which in my judg- 
ment would be a sale for local currency, and the least desirable of the 
three techniques would be the barter transaction. 

The CuarrMan. You talked about the impact these transactions and 

Public Law 480 would have on our own economy and the economies 
of specific countries and then you discuss the difficulties involved in 
barter transactions. Yet on page 4 of your statement in presenting 
an example of a hypothetical transaction you state that when the re- 
quest is received— 
* * * we analyze the historical trade patterns for a past representative period. 
We evaluate the information concerning such factors as existing stocks, domestic 
production, estimated consumption, foreign exchange resources, and total im- 
port requirements. On the basis of the results we can determine approximately 
how much wheat we can put into country A without impairing normal commer- 
cial imports from the United States and other suppliers. 

Now if you do all of that how could a barter transaction have the 
undesirable impact that you just said it might have? I asked you 
about barter and you said those transactions were carried on by pri- 
vate businessmen, but only under the direction of the Government 
representative. 

r. Mann. That is correct. We are talking in here about title I 
transactions. The section that you read from did not apply to 
barter. 

But I will say this, as I said in the statement here, that I don’t think 
anybody is the repository of all knowledge as to just at what point an 
additional quantity of goods will force prices down or when it won’t. 
These things are not exactly scientific estimates. They are only ap- 
proximations. We do the best we can. We think that we have 
avoided any undue injustice to our commercial sales abroad. We are 
in favor of the program. 

What we are saying, Mr. Chairman, is that we want to continue the 
same policy of being very careful about not disrupting markets. 

The CuarmMan. Your statement indicates that you would be very 
careful. 

Mr. Mann. We certainly try to be. 

The Cuatrman. How do you explain that our exports are off 14 
percent, and 70 percent of the loss or decrease in exports has occurred 
m countries in which you do not permit barter transactions? Seventy 
percent of the loss of our exports have occurred in the hard currency 
countries where you do not allow barter at all. 

Mr. Mann. Seventy percent of the decline of our imports were from 
less developed countries ? 

The Carman. I am talking about agricultural exports. 

Mr. Mann. I am not familiar with those figures. I will be glad 
to look into them and give you our views on them. 

The Cuatrman. We have a document which I commend for your 
consideration. It was prepared by a member of the staff, and in- 
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cludes several charts. Table No. 3 indicates just what I have saj 
that 70 percent of the loss of our agricultural exports has come about 
in the countries which do not permit barter. 

Now we did barter away ei billion worth of agricultural surplus 
commodities and we still have those materials we bartered for in 
storage and they have increased in value and they are now worth 
more than when we bartered for them. What would be the objec- 
tion to bartering wheat and other commodities away, commodities we 
don’t need and “don? t want in exchange for commodities that we do 
need and do want ? 

Mr. Mann. Mr. Chairman, I am not suggesting there is a total dis- 
agreement. I think you know that the strategic stockpile objectives 
in nearly all of the commodities have been met and many times ex- 
ceeded, in some cases 10 or 15 or so times as much as our defense 
requirements. 

The CuatrmMan. That isn’t the fault of the law. That is the fault 
of the President or the person making the decision. 

Mr. Mann. I understand you are saying to us now we should in- 
crease the accumulation of these goods. 

The Cuairman. I am not suggesting that at all. I don’t suggest 
you accumulate anything we don’t need. I am suggesting that here 
the President says we need certain materials and it 1s the duty of all 
other Government departments and agencies to acquire this material, 

Mr. Mann. We certainly do that. We have a surplus stockpile 
that is quite large. 

The Gn AIRMAN. If it is too large in any particular commodity or 
material, it seems to me you could discontinue that and expand the 
activity in the ace umulation of other material. 

But we are told by you that you look with disfavor on barter and 
Mr. Berger looks with disfavor on it, but the President and the Secre- 
tary of the Department of Agr iculture tell us that they favor barter. 

Mr. Mann. I do not oppose barter, provided we exercise restraint 
and it is done within reasonable limits. 

The CHarrman. You do not oppose it but you don’t look with favor 
upon it, do you ? 

Mr. Mann. Not unlimited barter, no. I don’t think you would 
look with favor upon unlimited barter. 

The Cuatmrman. We have not directed you to engage in unlimited 
barter. 

Mr. Mann. No: I just made the general statement that barter is 
good but there are limits beyond which we cannot go without injuring 
the economy of our country and other countries. 

The CuHatrman. Now another thing that I don’t think Congress in- 
tended you should do; there was some statement which indicated that 
before you put through a transaction or approved a proposal you 
conferred with the officials of friendly governments. 

Mr. Mann. Yes, sir. 

The Cuarrman. And if you sell them on the idea and they pat you 
on the head and say they appreciate the time you are taking and the 
time you have taken, you go on with it, but if they don’t appreciate 
and approve it the whole thing is out. 

Mr. Mann. No, Mr. Chairman. I think there is a great misunder- 
standing about foreign governments. 
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The CuarrmaNn. I think there is a misunderstanding. I think that 
is a fair statement and I have made it as plain as I can. If there is 
any way in the world we could put in a feasible and mandatory barter 
Ithink Congress would put it in effect. 

We are primarily interested in getting rid of these surpluses and 
we don’t care how you do it and under what authority. We have told 
you we want the commodities sold for dollars first and then for for- 
eign currencies or then donate them. _ : 

Mr. Mann. I think there is no disagreement, Mr. Chairman be- 
cause we have done that at a pretty good clip. 

The CuarrMAN. We haven’t been able to give it away. We can’t 
even give food away to starving people. 

Mr. Mann. We have disposed of about $1,400 million in the proc- 
ess in the last year. 

The CuatrMan. And you have acquired an additional amount. So 
just look at what has happened to our surplus. In 61% years the sur- 

lus has gone up from less than $214 billion to $9 billion. 

Mr. Mann. Yes. 

The CuarrMan. In the meantime you have sustained gigantic losses. 
We disposed of the dairy stocks and we did not sell it but gave it away 
to the tune of $11 billion. 

If we go on in the years of 1960, 1961, and 1962 as we have been 

oing on in the last 614 years look where we will be 5 years from now. 
We have got to do something in the future that we haven’t done in 
the past. I am groping around trying to find some way that we can 
improve this program. 

Mr. Mann. Of course the basic cause of this surplus is something we 
are not talking about today. We agree with you completely that to 
the extent that we can with Public Law 480 or commercial sales or any 
other way maximize our agricutural exports, whether you have barter 
or dollars or rupees, we want to do that. All I am saying is that you 
cannot without disrupting world trade dump the whole total of our 
excess onto the world market. There is a level beyond which it is not 
in our interest to pass. It is a matter of judgment. Our judgment is 
that we are putting our surplus on the market now at just about as great 
a clip as we can without injuring the economies of our country and 
other countries. 

The Cuarrman. If that is true then our situation is hopeless. 

Mr. Mann. If we can maximize that without doing damage to com- 
mercial trade we are in favor of doing it. 

The Cuatrman. If we are doing all we can at the present time and 
if you don’t think we can do any better than we have been doing 
then our situation is hopeless; isn’t that true ? 

Mr. Mann. I believe myself that the magnitude of the program last 
year is not insignificant. 

The Cuatrman. Yes, I know, but it has not accomplished what we 
wanted to accomplish. 

Mr. Mann. Which is to take care of all our agricultural surplus? 

The CnarrmMan. We want to dispose of our surplus agricultural 
commodities. That is the program contemplated by Public Law 480, 
and we want to do what we can to impreve our foreign relationship 
with the people of the free world. 

What are we going to do with all the wheat stored in the Liberty 
ships at Hampton Roads and all over the country ? 
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Mr. Mann. Dispose of as much as we can without breaking world 
markets. 

The Cuarrman. It has been there 5 or 6 years. Will you leave it 
there another 5 or 6 years? 

Mr. Mann. I think we are getting into another area of how much 
the world can purchase and consume, and part of the problem is a 
matter of production. 

The CuarrMan. Mr. Teague. 

Mr. Tracur. Lest the Secretary get the impression that everyone 
on this committee does not see any merit in his statement which, as I 
interpret it, emphasizes the importance of our overall trade relations 
and maintaining relations with important allies to us around the 
world, I feel as one member that what he has done is worthy of very 
considerable and careful consideration by this committee. 

The CuarrMan. I certainly have anticipated in the preparation and 
passage of the provisions to which Mr. Mann referred that we will 
give due consideration to the interest of friendly nations, but not permit 
them to veto everything he proposes to do. 

Mr. Teacur. I do not interpret anything the Secretary said as 

iving a right to veto. He said he consults with the nations that 
ce problems and it is important to our commercial relations and 
trade that we maintain a spirit of cooperation with these friendly 
countries. It seems to me that is what the Secretary is saying. 

The Cuairman. His concluding statement is, “if we have done our 
job well and our estimates are reasonable and realistic, the other 
suppliers will agree with us and express their sincere appreciation 
for taking their interests into account.” 

That means to me that if you don’t get their appreciation and 
thanks you don’t go any further. 

Mr. Mann. Let me clarify that. No. 1, no country has a veto on 
what the U.S. Government does. 

No. 2, I don’t recall in the last year a single transaction that was 
canceled out because of objections of a foreign government. We dis- 
cussed such things as the quantity we would ship without breaking 
the price, whether there would be a normal marketing provision or 
whether it should not be a global marketing provision and things of 
that sort. I would say that the area of disagreement has been very, 
very small and never have we withdrawn from a transaction because 
a foreign government objected to it when we were convinced we 
were right. I want to make that very clear. 

The Cuarrman. Can you give us an instance of a single transaction 
which you have consummated over the protest of a foreign friendly 
power ¢ 

Mr. Mann. Oh yes, I can do that. This is a public hearing and I 
don’t know whether we should get into that but I can tell you that we 
have disagreed and gone ahead. 

The Carman. Mr. Poage. 

Mr. Poace. It seems to me we are getting into something, Mr. Chair- 
man, and that we are going to do this country a lot of harm in our 
relations with Australia and Canada and so forth. 

The Cuairman. He has not answered the question and I did not 
press it at all. 

Mr. Poace. I don’t think he should go into it. 
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The CuairMAN. He has not gone into it. 

Mr. Poace. Certainly we do want to deal with our friendly nations 
and I don’t see any harm in the world in talking with them about 
mutual problems. I don’t think there is a veto or anything, but 
certainly there is no harm in talking to our friends about the prob- 
Jems involved. 

The CHarrMAN. What I am complaining about is indicated by that 
statement, just what I pointed out, that it appears to me that unless 
he can get thanks from the countries to whom this is supplied he will 
not not go on. 

Mr. Poacr. I think what he said was that these people appreciate 
what we have done and he did not say that he had to get thanks or 
anything. 

Mr. Coap. Mr. Chairman. 

The CHarrMAN. Mr. Coad. 

Mr. Coap. I note running through your statement is the thread 
of we must pratert the markets and cannot endanger any markets and 
it might collapse. I have been led to believe and you can correct me 
if I am wrong that among the people of the free world there are times 
when they are at the point of starvation. 

Mr. Mann. Yes, sir. 

Mr. Coan. If this condition exists, as you say it does exist, then 
isn’t there obviously something wrong with the market condition if 
we donate food and commodities to these countries and by the dona- 
tion of it it upsets the normal market? The normal market is not 
taking care of these starving people. If it were they wouldn’t be 
starving. 

How can you say that the donation of the commodities upsets the 
market ? 

Mr. Mann. Well, let me see if I can make myself clear on this. I 
don’t think there is any disagreement with anybody in the adminis- 
tration that I have talked to about this or with any member of this 
committee, that we ought to move as much as we can of our surplus 
agricultural products, and the only limit on that is destroying normal 
market. 

Mr. Coap. You haven’t answered my question. 

Mr. Mann. I am coming to that as quickly as I can. Let us take 
the case of India. They may have dollar resources, and historically 
they may have bought 600,000 tons of wheat from Australia. I don’t 
know what the figures are. These are hypothetical. Let us say 
because of the population growth and their development plans and 
all their economic needs we want to help them out by reducing the 
commercial imports to 300,000 tons. But if we en India’s total 
needs on the ground that they could take this money which they would 
otherwise use to buy wheat and use it to import capital goods, what 
we have done, as one minister of a friendly country said to me, what 
we have done is to transfer a balance-of-payments problem from India 
to our best ally whose people won’t stand for it in the long run. 

Mr. Coap. You have not answered the question about the problem 
which I presented. 

Mr. Mann. Then I did not understand it. 

Mr. Coap. The problem is for example if India—and she has some 
peculiar-to-herself ideas about this thing, but if they have one-half 
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billion dollars that they will spend for wheat, but if they need a total 
of $1 billion of wheat for actual nourishment of the people for that 
year, why can’t we sell her half a billion dollars worth of wheat and 
give her one-half billion dollars worth of wheat ? 

Mr. Mann. That is what we are trying to do. 

Mr. Coap. Trying to do? 

Mr. Mann. That is precisely what we are doing. 

Mr. Coap. But I hear the comment time and time again that it will 
upset the normal market and break the prices, and that sort of thing. 

How many countries have we supplied their needs and yet have 
taken the payment only in local currency ¢ 

Mr. Mann. The total need ? 

Mr. Coan. Yes. 

Mr. Mann. I don’t know that. 

Mr. Coap. Would you submit it for the record ? 

Mr. Mann. Yes, I will be happy to. 


The following instances may be cited as illustrative of countries to which, 
due to foreign exchange shortages and other factors, the United States has sup- 
plied in the recent past for local currency the import requirements of a certain 
commodity. The observations are based on available trade statistics and other 
data showing that the country concerned imported in a specific period all or prac- 
tically all of the commodity concerned from the United States and that such im- 
ports from the United States were primarily sales for local currency under 
title I of Public Law 480 or section 402 of the Mutual Security Act. In addi- 
tion, the country may have received limited amounts from the United States un- 
der the foreign donation program through volunteer agencies. 

Formosa.—Iin fiscal 1957, all imports of wheat by the Republic of China were 
for local currency under section 402, plus a small amount under donation, In 
fiscal 1958, both Public Law 480 and section 402 sales for local currency, plus 
some donations, accounted for all but about 15 percent of Formosa’s wheat im- 
ports. The 15 percent was for cash, also from the United States. Although 
later import statistics are not available, it is understood that Public Law 480 
and section 402 wheat have continued to supply the great bulk of Formosa’s 
wheat imports. 

India.—This country receives larger amounts of wheat and flour under Publie 
Law 480 than any other country. Such shipments accounted for about 75 per- 
cent of India’s wheat and flour imports in fiscal 1957 and 1958, the remainder 
coming primarily from Australia and Canada. Import figures for fiscal 1959 
may show a somewhat higher percentage from the United States. 

Israel.—Except for insignificant amounts from other sources, the United 
States supplied under title I and section 402 for local currency all imports of 
corn and grain sorghums of Israel in fiscal 1957 and 1958. Essentially the same 
picture should develop for fiscal 1959, according to the size of the feed grain 
component in the corresponding Public Law 480 agreement. 

Korea.—In fiscal 1957, the United States supplied all but about 3 percent, and 
in fiscal 1958 practically 100 percent, of Korea’s wheat and flour imports, mostly 
under Public Law 480 and section 402 for local currency but also to a small 
extent for dollars. In both years, Korea’s entire fmports of feed grains, 
mainly barley and corn, were provided by the United States for local currency 
under Public Law 480 and section 402, with some donations. Korea has also 
received in recent years practically all of its cotton from the United States, 
mainly for local currency under section 402, with smaller amounts under Public 
Law 480. Tobacco is another commodity which Korea has recently imported, 
although in relatively small quantities, only from the United States for local 
currency. 

Philippines.—Import requirements of the Philippines for cotton have in the 
last several years been consistently covered by the United States for local cur- 
rency under Public Law 480 or section 402. The only exceptions have been in 
small lots difficult to identify but possibly from Hong Kong or Pakistan. 

Spain.—Trade figures for the calendar years 1956 through 1958 indicate almost 
100 percent imports of edible vegetable oils (soybean and cottonseed) from 
the United States. These were Public Law 480 and section 402 shipments. 
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Turkey—Turkey, which earlier had been self-sufficient in wheat and even an 
exporter of this commodity, was provided under title I for local currency with all 
put about 7 percent of its wheat imports in fiscal 1957 and all such imports in 
thenext year. In the same years all of Turkey’s imports of corn and barley were 
from the United States under Public Law 480. More recently, Turkey has ob- 
tained vegetable oils (cottonseed and soybean) only from the United States 
under Public Law 480 to augment its own significant production of vegetable fats 


and oils. 

Mr. Poacr. Mr. Chairman. 

The CuatrrmMan. Mr. Poage. 

Mr. Poacre. We are confronted with one problem that was aggra- 
vated, I think, in the last few weeks, and that is we are producing 
more commodities than our domestic market and our dollar market 
and all other kinds of markets world over can take care of; isn’t that 
our basic problem ? 

Mr. Mann. Yes, sir. 

Mr. Poace. Wasn’t that terribly aggravated a couple of weeks ago 
when the President vetoed the bill that would reduce the surplus by 
25 percent? Isn’t that the way you will be able to balance these sales 
in our production ? 

Mr. Mann. I refer that one to my distinguished colleague in Agri- 
culture. This is out of my field. 

Mr. Poace. But that is a fact. We offered to cut the production, 
and cut it by 25 percent, and the President said, “No; we don’t cut it 
unless you cut it on my terms.” 

Mr. Teacur. Mr. Chairman. 

The Cuarrman. Mr. Teague. 

Mr. Teacur. Isn’t there some question about the 25-percent cut ? 

Mr. Poace. Yes; it might be 27 or 28 percent. 

Mr. Teacur. Or 10 or 12 percent. 

Mr. Poace. No. 

Mr. Tracur. That is not the point here. 

Mr. Poaar. It was 25 percent of the acreage, plus all of the so-called 
fringe benefits, which meant we would have gotten about a 25-percent 
cut in production. I know that acreage and production are not the 
same, It is not a 25-percent cut in acreage, but a 25-percent cut in 
production, plus all these other things. 

The Cuarrman. I want to make one remark before we recess. I 
know I did help write the language in the bill which required that con- 
sideration be given to the markets of our friendly nations. I am led 
to believe by your statement that this would disrupt the world markets. 
And if that is true, then we will not be able to dispose of the surplus. 

I am not going to insist that you should disclose it, but I certainly 
have had the impression that while Agriculture was diligently and 
faithfully trying to dispose of the surpluses they met with obstacles 
in the State Department when they say they cannot do this and cannot 
do that. 

We will recess now; and when we come back at 2 o’clock this after- 
noon, I hope you and your associates can be around here so that we 
can ask you just briefly about your views on these barter transactions. 

It seems to me we ought to be able to work on some kind of a trans- 
action that is reasonable and feasible that will result in the final dispo- 
sition of these surpluses. 

Mr. Mann. I agree with that. 
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Mr. Horr. Mr. Chairman. 

The CHarrman. Mr. Hope. 

Mr. Horr. I asked this morning that I would like to make a request 
that the statement of Mr. Richard K. Baum on behalf of the Wheat 
Association be placed in the record. 

The Cuatrman. I gave you that permission and I will give it to 
you again. 

Mr. Horr. I wanted to be sure that it will follow the statement 
which I made. 

The CuarrMan. Yessir, it will be put in there at that point. 

We will adjourn until 2 o’clock this afternoon. 

(Thereupon, at 12:15 p.m., the committee recessed to reconvene at 
2 o’clock of the same day.) 


AFTERNOON SESSION 


The CHarrMan. The committee will please come to order. 

Under Public Law 480, as pointed out by Mr. Poage this morning, 
countries with whom we have contracts are permitted, over a period 
of 10 years, to provide us with strategic materials or other critical 
materials which are provided for in the contract. 

The Secretary of Agriculture, apparently, looks with disfavor upon 
our having long-term commitments with other countries—that is, to 
provide the countries with agricultural commodities over a number of 
years. I think he indicated that he might approve a contract to 
provide surplus commodities for 1, 2, or maybe 3 years, under certain 
circumstances. 

Are you in a position to express an opinion as to long-term com- 
mitments on our part to provide under-developed countries with agri- 
cultural surplus commodities as long as such commodities are in 
surplus supply ? 

As I have said, the Secretary of Agriculture seems to object to 
long-term commitments which might, under some circumstances, nec- 
essitate our going into the open market to buy these commodities to 
carry out our contracts. 

I do not think that anyone would want to require the Secretary, 
or even to permit the Secretary, to commit us to furnish commodities 
other than those in surplus supply. 

You give a recipient country a 10-year period within which to 
deliver the materials under the contract, and by the same token it 
seems to me that we should be willing to give the country involved a 
long-term commitment that we will supply wheat or corn or other com- 
modities for 1,2, 3, or 5 years. 

Mr. Hope, who was the former chairman of this committee and 
served on this committee for 30 years, this morning advocated long- 
term commitments. 

Mr. Poage has been a constant advocate of long-term commitments. 

However, the fact remains that the Secretary of Agriculture is 
unwilling to permit long-term commitments. 

There is an organization in Washington composed of the Ambas- 
sadors to Washington. The president of the organization is the gen- 
tleman from India. I met informally with him and some of his asso- 
ciates the other day. They are going to have another meeting and 
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are going to report to us informally how they feel about these long- 
term commitments. But everything indicates to me that almost all 
of the countries with whom we are dealing would like to have long- 
term commitments. 

Are you in a position to speak for your department to say how 
you feel about long-term commitments 4 


STATEMENT OF HON. THOMAS C. MANN, ASSISTANT SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS; ACCOMPANIED BY HOWARD 
BRANDON, ASSISTANT CHIEF, COMMODITY DIVISION; AND MISS 
DOROTHY JESTER, INTERNATIONAL ECONOMIST, COMMODITY 
DIVISION, DEPARTMENT OF STATE—Resumed 


Mr. Mann. I cannot speak for the Department of Agriculture on 
this, but I can say that I believe our thinking in the State Department 
is that we should not base our decision in this particular case on any 
doctrinaire position. 

There are really two problems, as we see it, in our Department. 

One is, Will the commodity be in surplus over a long period of 
years! I agree with you that that could be taken care of in the way 
the contract was drafted. It could be an obligation conditioned on 
our having the surplus. 

The second basic problem, I think, is that the needs of countries, 
generally speaking, vary from year to year. We have had experi- 
ences in the last 12 months where countries have signed up for a certain 
amount of commodities. For example, in the case of wheat, one 
country, Greece, signed up in fiscal 1958, for about $12 million; then 
it had a bumper crop, and within a year became an exporting nation. 
They decided that they preferred not to take all our wheat; they could 
use their own wheat instead. 

We had a similar situation in Spain. 

I think the difficulty with projecting oneself 10 years in the future 
is to make sure that there will be a need which is in excess of what 
you might call the normal commercial supply. 

We in the State Department would be perfectly willing to examine 
the situation on a case-by-case basis, and if we found a situation 
where we thought we could safely make an unconditional—really a 
conditioned contract so far as we are concerned, but unconditional 
so far as they are concerned—commitment to dispose of that much 
surplus without damaging prices and stability in a particular com- 
modity, I do not think that we would oppose it on doctrinaire 
grounds. 

What I am saying is that I think maybe instead of trying to fore- 
“in ogg possibilities that we ought to look at this on a case-by-case 

asis, 
Iam giving you my personal opinion and not necessarily the opin- 
ion of the administration. 

The Cuarrman. As I understand it, there has been a French hous- 
ing project in France involving, I think, a million dollars’ worth of 
American cotton. 

Do you know of any reason why surplus agricultural commodities 
could not be used in projects for low-cost public housing in some of 
the foreign countries where housing is very badly needed ? 
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I understood yesterday, from Mr. Miller, I think, that it was per. 
fectly permissible and that it was contemplated by law, but I do not 
know of any instance where our surplus commodities have been used 
for civilian low-cost housing in these foreign countries. 

Do you know of any places where you could use commodities for 
that purpose ? 

Mr. Mann. I think that in the case of military housing we haye 
done a great deal of it, Mr. Chairman. We have done it in France 
and I think also in other countries. 

I know of no reason why local currencies generated under Public 
Law 480 could not be used for economic development projects, 

The CuarrmMan. And low-cost housing would be an economic de- 
velopment project, would it not ? 

Mr. Mann. So far as I am personally concerned, yes, sir. 

I would not want to try to speak 

The Cuarrman. The reason that I asked you is that I saw a letter 
the other day—I do not want to involve any country by name or an 
individual by name—where a proposal was suggested through which 
you might use surplus agricultural commodities, and it was for the 
purpose of building military barracks, housing for their own mili- 
tary personnel. It seems to me that would come under subsection (ce) 
of section 104, which provides: “To procure military equipment, mate- 
rials, facilities, and services for the common defense.” 

That is a provision of the law which is very broad and all embracing, 
It could be used in various areas of the world and we might dispose 
of our surplus commodities under that provision of law. 

How would you feel about that ? 

Mr. Mann. I would say offhand that I do not see any difficulty with 
that. This is, however, a question for Mr. Fitzgerald. I am sure you 
are familiar with the distinction between the so-called social overhead 
projects and economic development projects. Of course, those 
projects are not self-liquidating. I do not know what their thinking is. 

The CHarrMan. May I interrupt you there. This probably would 
not be subject to any project, but would be military equipment, mili- 
tary housing, in the form of barracks, and would be for the defense 
of our country. It seems to me that would be highly desirable. 

Mr. Mann. I just do not know what the ICA’s thinking is on:so- 
called social overhead projects that are related indirectly to economic 
development. 

The CuarrmMan. Do you know whether or not the French have any 
interest in any programs in addition to what they now have? 

Mr. Mann. Not tomy knowledge, sir. 

I believe what you are asking is: Is it possible that currencies gen- 
erated under Public Law 480 could be used for public housing, either 
military or civilian ? 

The Cuarrman. That is right. 

Mr. Manny. I know of no legal objection to that. I think that in 
certain countries where we have a large amount of these currencies 
generated and we are trying to find good uses for them, they could be 
utilized. 

The Cuatrman. And I have also read of suggestions that our sur- 
plus commodities might be utilized to enable these backward coun- 
tries to build recreational facilities and so forth, things of that kind. 

Mr. Mann. That is correct. 
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The CuarrMAN. That would be an approved proposal; would it not? 

Mr. Mann. Yes. 

The CuarrMAN. Are there any questions from other members of the 
committee ? . 

Mr. Smiru of Kansas. Mr. Mann, in determining a long-range pro- 

ram, the people in the United States are frequently interested in the 
stability of the Government, are they not? 

Mr. Mann. That is one of the factors you would have to take into 
account. 

Mr. Smiru of Kansas. You have to check into the stability of the 
governments. In other words, why would we want to make a 10-year 
commitment to Bolivia to protect them when we do not know any- 
thing about what will happen to their Government ? 

In other words, how many of their taxpayers are getting any help 
from these programs ? 

When you talk about help, take the country of Bolivia down there 
which built a road from no place to nowhere. They have got that 
and nothing else. 

Mr. Mann. In the case of Bolivia, and this goes back, way back in 
my memory, I understand that one of the major problems in Bolivia 
is that they are living in this highland, Altoplano, where little grows, 
where for many centuries the people have lived principally off the 
mining industry. And especially in the case of tin, that industry 
is now in distress. There is nothing for those people to do, nothing 
productive, that can be done on the 12,000- or 14,000-foot Altoplano. 

One cannot grow crops in abundance. There is a freeze or at least 
a frost every night. Potatoes do not grow so well, and so forth. 

And so the idea was that if these people could gradually be trans- 
ferred down into the lowlands, which are productive, and if an agri- 
cultural industry in the Santa Cruz area of Bolivia could be built to 
grow food and transport it to the highlands where the center of 
population was, it would probably be a service to the Bolivian economy 
and the people. 

That road has been built. I have only seen it from the air, but 
agriculture is expanding. I think the future of Bolivia is down off 
the hills and into the lowlands where they can grow crops. And if 
we could accomplish that we could reduce our aid by some $20 million 
a year which we are now spending to help keep the economy viable. 
If one can justify a road, it would have to be on those general, long- 
term economic grounds. 

Mr. Smirx of Kansas. But we have not any assurance that we are 
going to get tin 10 years from now from Bolivia; have we? 

Mr. Mann. Bolivia isa high-cost producer of tin. 

Mr. Smirx of Kansas. In other words, Bolivia has priced itself out 
of the market, practically ? 

Mr. Mann. They are high-cost producers in comparison to other 
producers. But a large part of the problem is a world oversupply. 

Mr. Suiru of Kansas. That is all. 

Mr. Hoeven. I have listened to your statement with great interest. 

Tn item 3, on page 2 of your statement, you make a reference to “non- 
food emergency relief.” What does that encompass? 

Mr. Mann. I understand it is to provide clothing for people who 
have been through a flood or a famine, the Red Cross type of activity, 
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in addition to feeding them—a pair of trousers or a shirt or a blanket 
that sort of thing. : 

Mr. Hoeven. Do you understand that is contemplated or author- 
ized under Public Law 480 ? 

Mr. Mann. I take it that the lawyers considered it. I have not 
studied this myself in detail. They were limited under the law ag it 
is now written to providing food in case of natural disaster, and 
thought it might be useful to use some of these counterpart funds 
which are building up in some countries. 

Mr. Hoeven. Are you authorized to do that under the provisions 
of Public Law 480? 

Mr. Mann. I understand that there are proposed amendments to 
Public Law 480 which would authorize us to do this. 

Mr. Hoeven. It seems to me that you are going far afield, and away 
from the original intent of the law, which was to dispose of surplus 
agricultural commodities. When you include clothing and other non- 
agricultural items, you are embarking on a relief program and nota 
food disposal program. 

Mr, Mann. I think that really divides itself into two parts. 

When we sell large quantities, as we have in India, for local curren- 
cies, we build up a tremendous quantity of rupees which are not con- 
vertible. Then we have a problem of what we can do with these with- 
out damaging the economy of India. And this was thought to be one 
of the ways in which we could, without additional cost to the Ameri- 
can taxpayer, use some of the local currencies generated as the regult 
of the other program in a way that would be useful. 

Mr. Hoeven. I doubt very much whether the law contemplated that 
we go into the open market for such items. 

Mr. Mann. I believe it is to use the rupees in India or in Burma or 
some nearby place where the rupees would have some value. 

The Cuatrman. Mr. Short. 

Mr. Suort. I would like to ask a question or two in regard to the 
barter program as related to strategic materials. I am not sure 
whether or not you are the right one to be asked these questions. 

The question that comes to my mind, however, is as to who makes 
the determination as to what strategic materials this country requires. 
Is that a responsibility of the Defense Department, or does that hin 
on our current defense program, the current thinking in regard to de- 
fense equipment of materials that we need, for instance, in connection 
with the construction of missiles, we will say, at the present time! 
What I am getting at is this: This aspect of the barter program seems 
to me to get out of the field of trade relations carried on by commercial 
firms and the Government very definitely gets into the picture. I am 
just wondering who makes the determination as to what we purchase, 
how much we purchase. And, perhaps, to carry it on a little bit 
further, some of the things that are used, which were encompassed 
within our thinking at one time as being strategic materials, have 
now become a material that we do not need. What becomes of it then! 

Mr. Mann. Well, sir; I am not the most knowledgeable person, but 
I have some idea. It is the OCDM—the Office of Defense Mobiliza- 
tion—that makes the determination of what materials are needed for 
the defense and security of the United States. 
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In making this determination my understanding is that they con- 
sult, of course, with the Department of Defense and other interested 
departments. , c lagl 

hey have had, I know, several committees of private citizens from 
the outside to make an entire review of the whole concept of what a 
war would be like, how long it will last, if there is a world war, and so 
on, And, as a result of all of these factors, they come to conclusions 
about what materials will be needed, largely those that are not readily 
available in the United States, and in what quantities they would be 
needed. 4 

Those estimates have been scaled down largely as the result of dif- 
ferent concepts. So that in general our strategic requirements as 
determined in this way, I have indicated, are now largely met and in 
some cases exceeded. 

In addition to what we call the strategic stockpile, we have what we 
call asupplementary stockpile which is the creature of Public Law 480. 
And the supplementary stockpile, as distinguished from the strategic 
stockpile, is the repository of all the materials which we acquire under 
the barter program. I think some 96 percent, calling on memory, 
of the supplementary stockpile was acquired through barter. Now 
these materials are better than perishable agricultural commodities. 
And they have value. 

There are two main difficulties that I see. One is the difficulty of 
ever selling them. We have more copper than we need, for example. 
And, if we were to go out and say that you were going to sell copper 
from the supplementary stockpile, the industry would correctly say 
that production and consumption are more or less in balance; and, if 
we were to add to current production sales from the stockpile, what 
we would do is drive the price down. And that in turn would cause 
mines to shut down, and it would cause unemployment and a whole 
chain reaction. So it is very difficult ever to dispose of this stockpile 
through normal commercial channels. 

Mr. Suorr. I was thinking more in terms of something rather un- 
common, rather than something as common and basic as copper. I 
was thinking in terms of something that might be vital, for instance, 
in defense, some of the lesser available metals, for instance, something 
that is used in the manufacture of, some of these peculiarly necessary 
to the construction of, jets and jet engines, and that sort of thing. 

You get into the field, the same field that you get into when you are 
disposing of surplus war material, when you come up with something 
better than that which you have, even though what you have was good 
at the time, but when you come up with something better, it is 
obsolescent. And you have the problem of disposing of this very good 
piece of material that is practically worthless to anyone else. 

I was thinking in terms, for instance, of an obsolete bomber. Who 
wants a bomber, regardless of how good it is? It may be indispens- 
able, so far as the Government is concerned, but when you come up 
with something better, it has practically no value at all. That hap- 


. pens sometimes. 


Mr. Mann. Yes; it does. 
Mr. Suorr. I mean, in connection with strategic material. It 
would almost have to be written off, it seems to me. 


44273—59——-15 
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Mr: Mann. That is correct. One of the factors they take into ae- 
count, as in the case of uranium, is do we have enough im this coun. 
try to satisfy our requirements? Even though it is “still important, 
the answer a few years ago was that we did not have it. Now the 
answer is that we have uranium running out of our ears. And the 
mines in Canada and the United States are producing more than we 
can consume. 

So we then have the problems of a stockpile here and an overproduc- 
tion there, and of how we keep down distress in the uranium indus- 
try, and what we do with the stockpile. 

There is a constantly shifting change of the requirements concept. 
What you say is right. 

Mr. Suort. Thank you. 

Mr. Garuines. I wondered if you would, for the purpose of the 
record, give us your background and the college that you attended, 

Mr. M. ann. Yes, sir. 7 am a lawyer from southwest Texas and 
practiced law in Texas for 8 years. 

I attended Baylor Univ ersity, and got two degrees there. And J 
have been in the State Department—— 

Mr. Garuines. What degree did you receive ? 

Mr. Mann. A law degree and a B.A. I have been im this service 
for 16 or 17 years as a career officer. I am a career officer in the For- 
eign Service 

Mr. Garnrncs. What is your title in the Department of State? 

Mr. Mann. My present title is Assistant Secretary in Charge of 
Economic Affairs. 

Mr. Garurnes. That is the same as an Assistant Secretary of any 
department ? 

Mr. Mann. Yes, sir; of any bureau in the Department. In the 
State Department we are divided into various areas, each of which is 
a separate bureau with a separate Assistant Secretary. 

Mr. Garuines. You do assist in negotiations. Your office is in- 
volved in these negotiations with the various countries ? 

Mr. Mann. Yes. 

Mr. Garutnes. That seek to obtain surplus commodities under Pub- 
lic Law 480? 

Mr. Mann. Yes, sir. 

Mr. Garuines. Section 101 of Public Law 480 says, among other 
things— 

In negotiating such agreements the President shall— 

(a) take reasonable precautions to safeguard usual marketings of the 
United States and to assure that sales under this act will not unduly dis- 
rupt world prices of agricultural commodities. 

Now that was the law up until the last Congress. And there was 
a period after the word “commodities.” 

The 85th Congress, 2d session, added the language, “or normal 
patterns of commercial trade with friendly countries.” 

Do you recall the background of that language being added to it 
in the act of the last C ongress? 

Mr. Manny. I believe I recall reading a conference report, but it 
has been some time ago since I read it. 

Mr. Garuines. You do not know just what the moving force was 





th 


— =P © 


— &, 








un- 
ant 
the 
the 


we 


Lue- 
lus- 


spt. 


the 
ind 


1] 


ler 


‘he 
is- 


EXTENSION OF PUBLIC LAW 480 219 





that went behind the scenes and brought that forth 

Mr. Mann. No, sir. 

Mr. Garuines. And asked that it be incorporated, so far as sub- 
section (a) of section 101 is concerned 4 

Mr. Mann. No. 

Mr. Garuines. Has there been a change in policy, insofar as our 
relations are concerned, in dealing with these recipient countries 
under title I of Public Law 480, since the addition of that language? 

Mr. Mann. No, sir. I think we always understood that Congress, 
in general, wanted us to dispose of as much as we could without 
wreaking havoc in the free world, and we have tried our best to do 
that. 

Mr. Garnines. You come from the great Southwest, the State of 
Texas. You do have or should have, a knowledge of the growing 
of rice in that part of the country, and know something about these 
other commodities. Do you not think it would be well to bear in 
mind that we do have an awful lot of surplus crops in our warehouses, 
they are bulging at the seams, and that some effort should be put forth 
to move those surpluses into the various hands of people who seek 
them ¢ ¢ 

I take it that you know something about the negotiations with 
Indonesia, with respect to rice at this moment ? 

Mr. Mann. Yes, sir. 

Mr. Garuines. I just wondered how that transaction is getting 
along—how is it doing at this time, where it is, and so forth. 

Mr. Mann. May I just speak from memory, and if I am wrong, I 
would like leave to correct the record. 

Mr. Garutnes. Yes; certainly. 

Mr. Mann. My understanding is that we signed some months ago 
a large Public Law 480 agreement with Indonesia in which we satis- 
fied their entire rice requirements. That is my recollection. There 
may have been some usual marketing requirements, but we did sell 
a large quantity of rice under title I to Indonesia. 

Mr. Gatrutnes. The movement of rice under Public Law 480, in- 
creases, currently over a year ago, amount to about 1 percent. The 
demand is for an appreciable amount over and above just a small 
1-percent increase. 

You recognize the fact that only about one and one-half percent 
of the total rice production of the world is produced in America, yet 
we are an exporter of rice. 

Mr. Mann. Yes, sir. 

Mr. Garuines. And it grows right in your State of Texas. 

Mr. Mann. That is correct, and in Louisiana, I think. 

Mr. Garuines. What is that? 

Mr. Mann. And in Louisiana. 

Mr. Garuines. Yes, in Arkansas, in Louisiana, and in California, 
too. 

Mr. Mann. We are on the verge, we think, of concluding eight 
additional agreements for some half billion dollars which we think 
we are very close to buttoning up. When we do that 

Mr. Garutnes. Eight additional agreements now ? 

Mr. Mann. Yes, sir. 

Mr. Garutnes. I hope that those eight agreements will mean that 
we can stay in the business of growing rice. 
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Mr. Mann. Yes. We will be delighted to sell as much rice ag we 
can. I can assure you of that. 

I talked to Congressman Thompson some months ago about it. We 
understand the problem, and we are sympathetic. “We want to do 
everything we can. 

Mr. Garuines. That is all. Thank you. 

The Cuarrman. Mr. Poage. 

Mr. Poacr. Mr. Mann, I am sorry to have been called out so many 
times. I wonder if you have commented on the desirability of giving 
some longtime contracts to the undeveloped nations, and particularly 
what is your feeling on that. Do we accomplish all we should by giy- 
ing 1-year contracts? 

r. Mann. Mr. Poage, the chairman asked me that question a mo- 
ment ago and I said that we did not take a doctrinaire position in 
that regard. 

We do see two difficulties. 

One is the difficulty of forecasting what the needs or the require- 
ments of a country will be over a long period of time. And that one 
is hard to overcome, in our experience, even in a 1-year period up to 
now. I said that in Greece and in Spain the governments, themselves, 
had revised their own estimates in a 6 months’ period. 

The second difficulty, I think, usually mia be overcome by inelud- 
ing a proviso, as the chairman suggested, I believe, that the obliga- 
tion on our part would be conditioned on having a surplus. 

I said that we might consider this on a case-by-case basis. If we 
find a situation where we know, where we are certain that there will 
be a demand for a particular commodity over a 10-year period, re- 
gardless of whether there were drought or bumper crops or whatever 
then I think that a long-term agreement would make a lot of sense, i 
it were that clear. 

If, on the other hand, it is uncertain as to whether we have a large 
demand one year and a small demand the next year, it might be bet- 
ter administration to sit down every year and sell as much as we can. 

Mr. Poacr. What would you think of the idea of saying to X coun- 
try, “If you want wheat, and you want to buy 20 million bushels of 
wheat for your own currency, we will sell you that much every year 
for the next 10 years—we will make you a price—all subject to the 
current world price?” 

Either way, I visualize an obligation on the recipient country to 
take as well as an obligation on the part of the United States to sup- 
ply. Ido not want it to bea one-way street. 

I recognize that other people have to have some assurance, but 
we as well have to have some assurance, 

For instance, take strategic materials. We ask them to provide 
them over a 10-year period and commit ourselves to take them over 
a 10-year period. Why should we not, also, ask people, who are 
going to deal with us, to take things over a period of years, as to how 
we will handle our surplus commodities, and our current produc- 
tion—why would it not be wise for them to know that they had a 
source of supply—why is it not of advantage to both countries? 

Mr. Mann. I cannot speak for the Secretary of Agriculture. 

Mr. Poacr. No one expects you to speak for the Secretary. We 
would not want that. He wants to study it. It seems to be a case of 
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study. I hope that it is not. I hope that you have already solved 

studied it. ‘ 
tr Mann. If we could find a country, or a group of countries, 
where we were certain that the level of exports agreed upon over a 
10-year eriod would not interfere with normal marketings, would 
not displace our dollar sales, we would consider that with an open 
mind. We do not know of any countries right now where you can 
safely do that. } : 

Mr. Poacr. You hope that in dealing with Y country today, that 
their condition will improve and that 10 years from now they will be 
a dollar market, which they are not now, but it seems to me that be- 
cause of the hope that we can improve the conditions, that they prob- 
ably will improve, we deny ourselves, and deny them, the advantages 
of stability, because we hope that our program will be a success, but 
1 do not see how we will be hurt bY giving a 10-year program, even if 
it went out in 4 years, if it brought the country up to a point where 
they could be a dollar purchaser. They are not that today. And 
if we could give them a program whereby they would be a dollar pur- 
chaser, I do not see how it would cost us anything by giving them 
a commitment for several years. If we can speed up the time when 
they will become a dollar purchaser by 2 or 8 years, why not give 
them that chance? 

Mr. Mann. If I thought by this program we could bring about an 
economic development rate that was so rapid that they would become 
exporters of capital and goods within 4 or 5 years, I would be all for 
it. What I am really saying is that I think that we have to look at 
each case country by country. 

Mr. Poacr. Not only that, but unless they are going to become a 
dollar purchaser—unless they move faster—I will not say faster than 
you anticipate, but faster than average, they are not going to be a 
dollar purchaser at the end of 3 or 4 years. And they will become 
slower unless you give them some assurance. 

You heard Mr. Hope this morning ? 

Mr. Mann. Yes, sir; I heard him. I thought he made a very fine 
presentation. ; 

Mr. Poacr. What Mr. Hope said is that if we feed a country this 
year, and pull the rug out from, under them the next year, they may 
actually be in worse shape than they were to begin with. 

Mr. Mann. I agree with that. 

Mr. Poaasn. I agree with it, too. And I should like to avoid that. 

Mr. Mann. I really do not foresee any immediate scarcity in agri- 
cultural production in this country. I really have not worried about 
that too much. 

Mr. Poacr. We have reached the point in some of these basic crops 
from time to time when we did not actually have the large supplies 
for export. When was it, 2 years ago, we had a situation in cotton 
where you could not export the types of cotton that the people wanted, 
the types that we had made commitments on. 

Within the last year we have seen ourselves withdraw a great deal 
of dairy products that we had in vast supply. We had a vast surplus 
of dairy products, almost more than overtone else. We have taken 
it away by spending a billion and a half dollars a year doing it. Sup- 
pose that the United States deliberately attempted to move the com- 
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modities under a subsidy, under, say, 40 or 50 percent subsidy—yoy 
can remove most anything from the market, if you are willing to pay 
sufficient subsidy. 

Mr. Mann. Yes. 

Mr. Poace. We have seen within the last 12 months—I am not aron- 
ing about whether it is right or not—where we have removed daj 
surpluses. They are no longer in surplus supply, consequently, they 
are not available, under these contracts that we wrote—they are not 
available right now—and yet a year ago you could write a contract 
with impunity and everyone would assume that you would have pow- 
dered milk, cheese, and butter for delivery for some years to come, 
The same thing happened to cotton and to feed grains. 

Can these nations afford to deal with us on that kind of uncertainty? 

Mr. Mann. One of the points I made in my statement was about 
creating a permanent dependence on the United States for food to 
feed their population. 

Mr. Poaae. Is it not a pretty good thing for the United States, just 
thinking of it from our own selfish standpoint, to encourage them to 
become dependent upon the United States for their food, rather than 
to get it someplace else? If by giving somebody a favorable contract 
for a specific period of years, whether it be 5, 7, or 10 years, if by giy- 
ing them such a contract, are we not in a better position at the end of 
that period of time than some other nation to sell them, if they are not 
geared to handle the goods? 

Mr. Smaru of Kansas. Will you yield? 

Mr. Poage. Yes;inamoment. Am [not right on that? 

Mr. Many. I think, Mr. Poage, that under all of the conditions that 
you have mentioned, assuming they have the dollars with which to 
buy food, and assuming that we have the food to sell them for the 
dollars, that I would go along with that. 

Mr. Poace. The fact. is that is the objective that we are striking at. 
Maybe we will not reach it, but that is what we are trying to do under 
this legislation, is it not, to build up the economies of the recipient 
nations during this period of time, so that they will have dollars 
with which to buy. For instance, if they use enough cotton for 8 
or 10 years, it will not be as convenient for them to change and 
use Sudanese or Russian cotton or other cotton, as it will be to continue 
to use American cotton; is that not correct ¢ 

Mr. Many. I think that is quite correct. 

Mr. Poacr. Therefore, it sems to me that we have a selfish interest 
in stabilizing their industry for American products. 

Mr. Smiru of Kansas. Will you yield now? 

Mr. Poace. Yes. 

Mr. Smiru of Kansas. That is a remarkable statement, Mr. Poage. 
That is the first time I have ever heard you say that. You have just 
said Uncle Sam should be a Yankee trader instead of a Yankee giver. 
I want to commend the gentleman most highly for that. 

I want to make this further observation. In one country, they 
said that they were using 480 funds for purposes of increasing rice 
production, and that in a couple of years the X country would be able 
to export rice. I said, “That is fine—what about the —— of 
Mississippi and Arkansas—where will they sell their rice?” 

“We do not know about that.” 
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So that is something that most people do not realize about this Pub- 
lic Law 480 ae When you start using 480 funds to increase 

roduction of products we are eventually depriving the American 
vente of his livelihood. 

I still want to commend the gentleman for being a Yankee trader. 

Mr. Poace. I agree with the gentleman from Kansas that we may 
be simply using our funds not for ourselves. ; 

Let me ask Mr. Mann one more thing. Could you give us the 
reason, and I do not know of the reason, why during the past year 
when the United States had all of these anciliary programs to try to 
move our agricultural surpluses, we had a loss of about 17 percent 
in our wheat exports? I understand that is for soft currency. Is 
that right? During the same period of time, I understand that 
Canada for cash, that is, for hard currency, advanced their wheat 
exports. It went up a few points. How can we explain that sort 
of situation? I do not know the answer. I hope that you can give 
the answer. Maybe the Department has some explanation for it. 

Mr. Mann. Mr. Poage, I am one of those who believe that American 
agriculture should gradually be freed from production controls. I do 
not want to get involved in a field that does not belong to me, but just 
from the standpoint of international trade, I believe that we could 
compete with anyone in the world. 

Mr. Poace. Let us follow that a moment. That is the thing we are 
talking about. We had as much as 86 million acres of wheat in the 
United States. We are now limiting it to 55 million acres. You can 
argue how much that will reduce the production of wheat. And I will 
grant that you do not get a reduction in bushels in exactly the same 
ratio as you reduce the acreage, but you do get a substantial reduction. 
You cannot cut from 86 million to 55 million acres without having a 
reduction in production. If we wiped out all controls entirely, re- 
gardless of price, and regardless of what the farmer would get, there 
will be more wheat coming on the world market. I do not think any- 
body questions that. 

I think we have to do the same thing with cotton. 

It dropped from 43 million acres down to 17 million acres. 

To put it another way, currently today with our modern techniques 
we would grow a whole lot more cotton than we have grown on the 
17 million acres, if you had no controls at all and were producing all 
of the cotton that we could produce on the 17 million acres. 

If we were producing all of the wheat we could produce on 86 mil- 
lion, with no assurance that we would stop at that point, and those 
are points that we reached some time in the past—if we were produc- 
ing all of those commodities and selling them on the world market 
who would buy them and then what would be happening to these other 
commodities? I have always taken the position with people who 
talk to me from Canada or Australia or Argentina and who have com- 
plained about our programs—I have taken the position with them, I 
thought candidly that, “At least you are better off than if we had no 
program ; if we offered the products on the world market at whatever 
price they would bring, then what would happen to your development, 
to your underdeveloped countries, and to those people who are in the 
market, what would happen to them who are trying to sell ?” 
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Mr. Mann. If my premise is sound, I think it leads to the ep. 


clusion you have just expressed, that if there were no controls anq | 
we were free to produce cotton, let’s say, all of the cotton increags | 


which we have seen in the last decade under the U.S. price umbrellg 
would then have to compete at a low price with U.S. cotton, and J 
think that we would have a problem of considerable magnitude, 
Mr. Poace. We would have it and everybody else would have jt, 
wouldn’t they ? 
Mr. Mann. That is correct. 


Mr. Poace. Probably we would hope we would get a dime for that | 
cotton. And the only comfort we can get would be that as we went | 
broke we would have the ormag of seeing our neighbors south of | 


the Rio Grande go broke before us, and we would have the oppor. 
tunity to see the people of Egypt starve probably before we stary 
and we would see revolution break out in the Sudan before it broke 


out here. We would simply have the comfort that misery loves | 


company. 
That is all we can hope for out of such a program as that. Cap 
you see any other logical conclusion to it than that kind of comfort} 
Mr. Mann. Mr. Chairman, I think that when you pass, in any 
commodity, from a period of artificial controls, price controls and 
other things, into free competition, that everybody goes through the 


wringer, and the natural economic law is that the most efficient pro. | 


ducers survive. 

Mr. Poace. Let’s follow that another step. 

Mr. Mann. But those things do level out. It is not a permanent 
situation, and economies adjust and produce other things; but there 
would be a period of painful adjustment. 

Mr. Poace. And accepting your premise that they do level out, 
at what kind of a level do they level out when you have the 
United States producing say 40 or 50 percent more food and fiber 
than we are now putting on the world market ? 

At what kind of a level must agriculture over the world level out! 
Will it level out at a level comparable to the wages that are paid in 
industry in the United States? 

The Cuarrman. No. 

Mr. Poace. Of course not. Will it level out at a level anywhere 
comparable to the dividends that are paid by American corporations 
at the present time, the chainstores, the milk chains, any of thosef 
Would it level out at something that would enable agricultural pro 
ducers, whether in the United States or elsewhere, to enjoy a standard 
of living that is anything as comparable to other people? 

Mr. Mann. Mr. Poage, I hope there are cous on this committee 
and in agriculture who have better answers to these questions than 
Ihave. ‘This is not my field, really. 

Mr. Poaaer. I realize it isn’t, and I think when you gave us the 
answer that if we would just abolish all of our controls on agricul- 
ture we would solve a lot of these problems—of course we would solve 
a lot of these problems. 

We would solve the problem of buying shoes for the children, but 
we would have to pay the undertaker somehow or other, and his bill 
would probably be higher than the record living expenses. 





> Con. 
S and 
crease 


and J | 


Ve it, 


> that 
Went 
th of 
=| 
Ty 

broke 
loves 


fort! 
; any 
; and 


h the 


nent 
there 


out, 
| the 
fiber 


out? 
id in 


here | 


tions 
ose t 
pro- 
dard 


ittee 
than 
the 


icul- 
solve 


but 
bill 


EXTENSION OF PUBLIC LAW 480 225 


The CuamrMAn. May I interrupt. I do not believe that Mr. 
Mann is advocating repeal of all these laws and programs, I thought 
you just said that we could compete in world markets. 

Mr. Poace. That is what he said. 

Mr. Mann. That is all I said, that in my judgment we could 

mpete. 

OT xe CuarrMAN. That was a mouthful when you said that. 

Mr. Poacr. I just wanted to point out the conditions under which 
the competition would be carried on. 

Mr. Mann. I take it that Mr. Poage is just educating this poor 
Texas lawyer on the facts of life. 

The Cuarrman. I would like to point out that the same situation 
exists with regard to cotton as Mr. Poage has pointed out on wheat. 

We have lost, according to the information I have here, about 51 
percent of our exports for cotton while all the other cotton-producing 
areas have increased and in some instances doubled their exports. 
And while we are reluctantly embracing a program the fact remains 
that according to this information Mexico in 1958 had 1,288 compen- 
sated barter deals and 85 percent of those transactions were handled 
by Anderson Clayton & Co., and by three or four other international 
cotton firms. I also have some information to the effect that Ander- 
son Clayton, through its representatives, has been advocating abolish- 
ing our barter program because obviously they have a vested interest. 

Mr. Mann. That is not our position, Mr. Chairman. We are not 
suggesting abolition of the barter program. I think there are cases 
where it is very useful. 

The CuairmMan. No; you just want to put it to sleep by giving it an 
anesthetic. 

Mr. Mann. I hope not. 

The CuarrMan. We sleep while Mexico goes on. I am not fighting 
with Mexico because, as I told you this morning, I think Mexico has 
a very sound and realistic program for the cotton producers and ex- 
porters to consider, and I hope that our officials will be impressed by 
the program submitted by the Minister of Agriculture when he was up 
here the other day during this International Cotton Advisory Com- 
mittee meeting. I understand they will have some further meetings. 

Mr. Mann. Yes, sir. 

The CuarrMan. It is a sad situation when you realize that we 
have been losing our markets and reducing production, and here 
are some figures. Other free world sources in the same period have 
increased their production from 12.9 million to 17.5 million, while 
the Communist countries have increased production from 9.3 million 
to 17.1 million. 

Weare losing 51 percent of our exports 

Mr. Jennrnos. Mr. Chairman, why are we losing those markets? 

The Cuarrman. That is the question before us. 

Mr. Jenninos. It certainly isn’t because of price, is it? 

The Cuamman. I do not know what it is. We have given the 
Secretary every authority he needs or wants. 

Mr. Jenninos. That is the point I wanted to make. He has his 
authority to sell at world market prices, and that seems to be the 
contention of the witness, that if we would sell at world market 

rices, we would not lose our markets, and they have that authority. 
y are we losing our markets ? 
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The CHarrman. We are losing them, there is not any ques. 
tion about that, and just why we are losing them I am not able 
to say, and I don’t think any body else can give us a complete answer. 

Mr. Jennies. It certainly isn’t due toa ‘lack of a barter program, 

Mr. Mann. I would like to say this, if I may. I agree with the 
chairman that we did slip last year in maintaining our historic 
position in international trade in cotton. 

Mr. JENNINGS. Well, why ? 

Mr. Mann. This is a question that Agriculture can answer better 
than the State Department, but my understanding is that it is be- 
cause our prices were maintained at a level slightly higher than the 
going world price. 

Mr. Jexnrnas. Acc ording to the law that was forced on the See- 
retary of Agriculture by Congress, he must sell at world market 
prices the stock that is held by Commodity Credit. 

Mr. Mann. The Secretary of Agriculture some months ago in- 
creased the subsidy, the export subsidy, up to 8 cents, which will 
make us competitive. We have told the cotton exporting nations, 
that we intend to maintain our fair historic share, I think the law 
reads, of international trade in cotton, that we intend to stay competi- 
tive; that we do not wish to cut prices—we do not wish to depress 
prices, but we can no longer afford to hold an umbrella over the 
price of cotton in the w orld and be the only country in the world 
which refrains from selling. 

The Crairman. The weakness of the program is, though, that you 
have in effeet said that 8 cents is not enough, and if we don’t move at 
an 8 cent subsidy, we will increase it to 10 or 12 or whatever is nec- 
essary to move it, and the Mexican proposal would prevent that sort 
of competition. 

That is the reason I was impressed with it, hoping that our officials 
would likewise be impressed with it. 

If I understand it, the Mexicans were not asking for a treaty. They 
were not asking for an official agreement, but they were asking for 
some sort of a gentlem: in’s understanding, and they were willing to 
create and participate in the creation of some sort of a watchdog 
committee to look over the international trade in cotton. 

If you adopt that program, it seems to me that immediately cotton 
prices would go up rather than down. 

Mr. Mann. Yes. 

The CuatrrmMan. Going back to this question of freedom, you were 
talking about, what would happen to the sugar beet producers in 
America, the sugarcane producers of America, if we had all the 
freedom that Mr. Benson has been advocating? How long would they 
stay in business, 24 hours or 48 7 

Mr. Mann. Thatis a hard question, Mr. Chairman. 

The Crarrman. All right, what is the price of world sugar now, 
about 214 cents ? 

Mr. Mann. It is about 2.70 a pound. 

The CHatmrman. And in American delivery markets, what is the 
American market price ? 

Mr. Mann. I believe, Mr. Chairman, it is around 6 cents. 

The Cuatrman. If we did away with that program, the American 
producers would be out of business overnight and we would have chaos 
in the sugar markets of the world. 
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Mr. Mann. Certainly there would be some changes made, 

The CHAIRMAN. There would be changes made if we abolished the 
wool program. There would be some hardships i in the wool country, 
too, wouldn’t there ¢ 

Mr. Mann. On the cotton, Mr. Chairman, as you know, we are 
working — 

The Cuarrman. I think we might bring up the wool program and 
the sugar program for further discussions at a later date. 

We might consider the advisability of making some changes some- 
where along the line, but we have those two programs and they are 
operating well. We have marketing orders and agreements on fruits 
and vegetables and all other phases of agriculture, and they operate 
well. About three or four of the basic commodities are definitely 
in trouble, wheat, corn, and cotton are the main ones. 

Yet we sit up here and seem to be absolutely unable to do anything 
to step up the tempo of our programs so that we can at least dispose 
of as much as we are currently producing. We are not doing that 
because we are accumulating surpluses. 

I think the committee is searching for some way to increase the 
effort to dispose of these surpluses. Ts appreciate your giving us your 
views on it, but I do think the State Department should certainly 
consider every possible program to dispose of these surpluses, because 
they are depressing world markets. 

They are a burden on the American taxpayers and they are de- 
moralizing everything. I want to put in the record again, to show 
you the unrest in the agricultural areas of America, that in the 85th 
Congress the Speaker of the House sent to my desk 897 bills, and this 
year I am sure we have had in this session over 400 bills already in- 
troduced in the first few months of this session. 

That shows you the Members of Congress are disturbed. Yet not 
a single one of those bills, except some bill of minor importance, has 
been approved in the Depar tment, and we are in the position where we 
cannot, it appears to me, hope to report any legislation of substantial 
importance which will improve our plight at the moment. 

We know that these laws must be administered by the executive 
branch and officials in the executive branch of the Government. But 
we have been very much disappointed that we haven’t made more 
progress. 

The wheat producers and cotton producers of America are per- 
fectly willing to reduce acreage. Tobacco producers have reduced 
their acreage 37 percent in the last few years, and probably will have 
to reduce further next year. 

We sent a bill to the White House that we thought would be helpful, 
and in the direction the Secretary wanted to go, and it was vetoed. 

Now we are told that we should have a wheat bill, but apparently 
we will not have one. I am willing to work on it from now until the 
end of the session. I must conclude by again thanking you for coming 
here and giving us your views and bringing your associates here with 
you. W hen we start into the consideration of the barter provisions 
next week, we might want you to come back and bring us some more 
helpful information. 


Mr. Many. All right, sir. 
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Mr. Jenntnes. Mr. Chairman, might I ask a question on that 
barter ? 

The Catan. Yes. 

Mr. JENNINGS. Just what strategic materials could we barter for 
now that we do not have an abundance in supply ? 

The Cuamman. The President has made a list. I don’t know that 
Mr. Mann has the list, but there is a list available and the President is 
authorized by law to make up that list. 

Mr. Jennings. Just what is on that list? 

The Cuamman. The transactions are confined to the list. 

Mr. Jenntnes. What are some of the things that are on that list 
that aren’t just about as surplus as the agricultural commodities we 
are talking about ? 

Mr. Mann. Mr. Congressman, I have some lists here, but I don’t 
believe they really answer your question. 

Mr. Poacs. Will the gentleman yield? 

Mr. Jennrinos. Yes, I yield. 

Mr. Poacr. Regardless of what is on the list, it is relatively cheap- 
ly stored, and can remain in storage for quite some time without any 
appreciable losses, whereas the commodities we have been barteri 
are commodities on which the storage is rather expensive and whic 
cannot be held indefinitely. 

Just for one, I am convinced that any time we can trade off some- 
thing that we don’t need at the moment, and that we can’t keep, that 
is rather expensive for us to keep in storage, as long as we can—— 

Mr. Jenninos. If the gentleman will just add to that, and may 
not replace it 

Mr. Poace. Just a moment—for something, for anything that can 
be stored without any appreciable expense and on which there is no 
appreciable deterioration, I think we have made a good trade, 

The CuHarrman. Even if it is Venetian glass and French perfume 
or china dolls? 

Mr. Poace. We had better have anything that will keep rather 
_ paying out $1 billion a year on storage for something we can’t 

eep. 

Mr. Jenninos. It is just a question which way the gentleman is 
going. I had an official from the State Department in one of the 
foreign countries suggest that we barter manganese and down in my 
section of the country the manganese mines are closed and the peo- 
ple are unemployed, and they would like to get back to their em- 
ployment in the manganese mines, and this official was recommending 
that we do some more bartering of surplus agricultural products for 
manganese that we bring over here and store, that would further put 
the manganese miners out, and the chrome people out. 

Mr. Assirr. Is that the reason we can barter only for things in 
short supply ? 

The Cuarrman. It provides that the President can make up a list 
of strategic materials, and we can ultimately bring in other materials, 

Mr. Jenninos. That has been supplemented by 480. 

Mr. Assirr. But they are supposed to be in short supply. 

The Cuatrman. That is the idea I think. 

Mr. Jennies. That is my question. Just what are we in short 
supply of ? 
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The CuarRMAN. Brains, it seems to me. 

Mr. Jenninos. I agree. 

The Cuarrman. Mr. McGovern. 

Mr. McGovern. Mr. Mann, I just have one question. I think Mr. 
Poage touched on this question this morning. But in spite of the 
legitimate concern about not doing anything under the Public Law 
480 program that might disrupt normal markets, don’t we all know 
that there is a tremendous gap between what these underdeveloped 
countries can afford to buy on the market and what they really need 
toavoid widespread starvation and malnutrition ? 

Mr. Mann. Well, sir, that is a very logical assumption, but not 
long ago when we were trying to help a country cope with the cost 
of living problem, and to bring back its herds, we considered, for 
example, corn for human consumption and to feed the livestock, 
because the situation was really desperate. The answer we came to 
inevitably was not that the people theoretically couldn’t eat more corn, 
but that they wouldn’t eat more corn, and that our providing corn 
would result in increasing the total volume of exports of that country 
in competition with our own. The eating habits of people are very 
deeply ingrained. 

I would like to say this to the chairman, whom I respect and admire 
very much. That just in closing, if there are no more questions, that 
the State Department will go everything that it can to move the 
largest quantity of agricultural surpluses we can, short of being 
counterproductive, short of destroying dollar markets or driving 
prices down. 

I think we are very closely in agreement with the committee, if I 
understand it, on that. I hope we can have a better contact as we 
consider these individual cases. 

I was talking with the chairman today about the possibility of 
working out a continuing case-by-case study so that we can have the 
benefit of your views. That would please us very much. I will be 
glad to come by and talk to you about. this. 

Mr. McGovern. It seems to me that there is always going to be 
some room for doubt as to where you draw the line. 

Mr. Mann. That is correct. 

Mr. McGovern. I personally would hope that the doubt would be 
in favor of the people who need this food. If we err the other way, 
somebody might lose a few markets, but erring in the other direction 
means more people lose their lives. 

Mr. Mann. Yes, sir; I think we do lean over in that first direction 
along way. 

I think we agree with that. Where there is a doubt, where the food 
can be absorbed, I think we go a long way to consummate deals. In 
fact, we have sold as I say, or practically sold, $1,500 million of a few 
commodities in the last 12 months, which I think is an indication that 
weare trying hard. 

The Cuamman. If there are no further questions, Mr. Mann, we 
thank you and your associates very much for being with us. 

Mr. Mann. Thank you, sir. 

The Cuarman. Our next witness is Dr. D, A. FitzGerald, Deputy 
Director for Operations of the International Cooperation Administra- 
tion. Dr. FitzGerald, we are happy to have you with us. You haven’t 
been here for many long months. 
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STATEMENT OF D. A. FITZ GERALD, DEPUTY DIRECTOR, INTERNA. 
TIONAL COOPERATION ADMINISTRATION; ACCOMPANIED By 
ROGER STEWART, CHIEF, PUBLIC LAW 480, LIAISON BRANCH, 
INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. FrrzGrrawp. It isa pleasure to be back, Mr. Chairman. 

The Cuarrman. We are very glad to have you with us. Sorry to 
have kept you waiting all day. 

Mr. FrrzGrrap. I have enjoyed listening to the discussion, Mr, 
Chairman. 

The Cuarrman. All right, Doctor, we will be very glad to hear from 
you. 

Mr. FrrzGrrawp. I have a statement here, Mr. Chairman. I apolo- 
gize for its length, but I will try to read it rapidly. I am not sure it 
will add very greatly to the background or usefulness of my comments 
to this committee. 

Mr. Chairman and members of the committee, I welcome the oppor- 
tunity to discuss U.S. surplus agricultural disposal programs with you. 

Since the first days of the Marshall plan, U.S. farm products have 
played an important part in the various programs undertaken to assist 
our friends abroad to rebuild and expand their economies, to feed and 
clothe their people more adequately, and to support their defense ef.- 
forts. In authorizing the several programs provided in Public Law 
480, first enacted in 1954, the Congress provided a good deal of flexibil- 
ity to use surplus agricultural commodities effectively to meet a 
variety of situations. I believe that the authority provided has been 
used effectively and imaginatively. 

I am not sure I would use that word “imaginatively” after listening 
to the comments of this committee this morning. 

At the same time, I believe that we should continue to explore new 
ways of using surplus commodities to help needy people overseas. 
And we must continue to assess, in light of our experience, the terms 
on which we transfer these commodities and the ways in which for- 
eign currencies resulting from these transfers are made available 
for use. 

In order to achieve real increases in consumption, we must guard 
against providing commodities which would merely take the place of 
food and fiber which would have been consumed in any case. To do 
so would seriously disrupt agricultural production in countries which 
we are trying to help—reduce our own dollar sales or decrease exports 
of countries which are friendly to us. 

What I would like to do today is to discuss those aspects of the pro- 
gram which are the responsibility of ICA and particularly to explain 
the legislative changes which we are proposing in regard to these 
activities. 

Title II of Public Law 480: In furtherance of the President’s food- 
for-peace program, we are proposing that the language of title I 
of Public Law 480, which is administered by ICA, be expanded by 
an amendment to section 202 of the act to permit greater use of com- 
modities for economic development. We are convinced that there 1s 
a real opportunity over and above what can be accomplished under 
title I to assist people in the most needy areas of the world. Grants 
of commodities would be made primarily to support development 
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rojects which require a relatively great input of labor and for which 

ocal materials can be used. Based u on the experience of the last 5 
years, we believe that a program of this kind will find greatest accept- 
ance in Africa and Asia—in countries in which the United States is 
striving to find a ways to demonstrate its interest in the 
welfare of depressed populations and struggling governments. One 
of the best ways of doing this is to provide food for which the recipi- 
ents pay only with their own labor on community improvement proj- 
ects. Project opportunities are numerous. They include land clear- 
ing and construction of water-spreading dams, irrigation and drain- 
age ditches, cisterns, feeder roads, schools, and so forth. 

Under title II we have already gained considerable experience in 
administering programs of the type contemplated. However, the leg- 
islative history of present language of title II shows that title II 
would be used principally to meet emergency requirements and would 
be used to meet the nonemergency requirements of needy peoples only 
to a very limited extent. For this reason, we have thus far under- 
taken work relief programs to alleviate temporary emergencies, prin- 
cipally those resulting from natural disasters. Programs of this na- 
ture have been or are being conducted in such countries as Tunisia, 
Morocco, Libya, Jordan, Lebanon, Ceylon, India, and Pakistan. Ob- 
viously, some programs have been more successful than others, but 
out of the aggregate of this experience we have developed sound prin- 
ciples of administration and a knowledge that programs of this type 
do enhance our opportunities to engender good will among depressed 
people. ' 

Notable among our successes to date is the work relief program in 
Tunisia. Prime Minister Bourguiba has referred to this program 
many times in his public pronouncements and there can be no doubt 
that it has had a tremendously stabilizing influence within the Gov- 
ernment and in maintaining the morale of the people. This program 
now provides employment for about 40,000 san, a It absorbed 
50,000 tons of wheat in the first year of its operation and is capable of 
absorbing as much as 85,000 tons annually for 75,000 workers. A 
similar program in Libya this year is expected to absorb about 20,000 
tons. Some programs have been smaller in scope and hence the results 
have been somewhat less spectacular but the size of the program does 
not influence the degree of its success. 

In connection with some of the works programs under title II, we 
have required that the worker receive surplus agricultural commodi- 
ties directly as that part of his wage for which the United States as- 
sumes responsibility. This assures his knowledge that the assistance 
is coming from the United States. It may also be the means whereby 
he is introduced for the first time to a U.S. product. Care is exercised 
in such cases to assure that the amount distributed does not exceed 
the amount the worker and his family can consume. Thus, sales and 
exchanges of U.S. agricultural products in the local markets are 
avoided. Usually the distribution of agricultural commodities, such 
as wheat and flour, makes up only about 50 percent of the total wage 
and the remainder is paid in cash by the host government or by coin- 
munity sources. 

While we favor distribution in kind for works projects, it some- 
times is not practical and if insisted upon in all cases might. well 
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prevent desired projects from being undertaken. In some 

vernment simply does not have the necessary funds with which to 
firvanios its share of the wages or the cost of needed local materials, Ty, 
these instances, sales of commodities may be authorized and the pro. 
ceeds used to supplement local financing of works projects. j 
action should be undertaken, however, only after a careful analysis 
has indicated that the sales would not displace usual marketings of 
these commodities. 

Furthermore, situations do arise—for example, in Afghanistan— 
where although it is clearly in the U.S. interest to provide surplus 
agricultural commodities for sale through regular channels of trade 
and to permit the sales proceeds to be used for general economic 
development purposes, negotiation of a title I sale may be deemed 
wholly impracticable or for political or other reasons cannot be com- 

leted in time to meet U.S. abientives. In such cases, title IT becomes 
the most practical means by which U.S. objectives can be quickly and 
effectively served. 

Approval of the proposed amendment should permit even greater 
accomplishments than have been possible under current legislation, 
When conducted on an emergency basis, the programs must be under- 
taken quickly and be concluded at the end of the emergency. With 
the new authority, nonemergency programs could be undertaken under 
circumstances in which there is more time for an and for ar- 
ranging adequate local financing. Also, it should be possible to select 
projects of a more lasting value if programs need not be limited to 
providing assistance during an emergency. 

I should not like to leave the impression that the approval of this 
amendment, will result in a sharp expansion in U.S. agricultural 
exports. Additional amounts which can be programed in this way 
are likely to be relatively small in relation to total U.S. agricultural 
exports. But based on the experience cited above, I confidently believe 
that the impact of a program of this kind in underdeveloped countries 
could be substantial. 

I might just interrupt my prepared statement, Mr. Chairman, to 
point out that I am referring specifically and explicitly to section 201, 
which authorizes the President to furnish emergency assistance on 
behalf of the people of the United States to friendly peoples in meeting 
famine or other urgent or extraordinary relief requirements, so that 
the emphasis and focus of title II programs in the past have been 
on the need to provide hungry people with something to eat. The 
works project and the activities that we have undertaken as a result 
of these efforts were supplementary—a way of accomplishing the 
initial purpose of the legislation. Our suggested amendment would 
permit us a good deal more flexibility to undertake works projects 
on their own merits, rather than as part of the project just to see that 
people don’t starve. 


ADMINISTRATION OF LOCAL CURRENCIES 


ICA is also responsible for administering the use of Public Law 
480 sales proceeds earmarked for loans and grants to foreign govern- 
ments to promote economic development; for purchases of goods for 
other friendly countries; and in some instances, for funds set aside 
for common defense purposes. 
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LOANS FOR ECONOMIC DEVELOPMENT 


By far the largest amount of Public Law 480 sales proceeds has 
been set aside for loans to the purchasing governments to promote 
economic development and multilateral trade. According to the terms 
of sales agreements concluded in the 5 years ending June 30, 1959, 
the equivalent of almost $1.8 billion—48 percent of the total amount 
of sales proceeds expected—has been earmarked for this purpose. The 
full amount of these currencies is not yet actually available since ship- 
ments of commodities must be completed. In addition, local cur- 
yencies are not usually made available for loan disbursement until 
deposits exceed the amount earmarked for all other purposes in the 
sales agreements. | 

Loan agreements have been negotiated covering substantially all of 
the funds which will become available for loan purposes, To the 
maximum extent possible, these agreements are negotiated at the same 
time as the commodity sales, Loan agreements specify the terms and 
conditions of repayment which are developed in cooperation with 
the National Advisory Council on Monetary and Financial Problems. 
Certain changes were made recently which affect the terms of loan 
agreements concluded after April 14, 1959. I think Assistant Secre- 
tary Mann referred to these. The interest rate, which is intended to 
cover the cost of money to the U.S. Treasury, is now set at 4 percent. 
This rate is applicable to repayments in local currency or in dollars. 
Previously, a 1-percent reduction in interest was provided if repay- 
ments were made in dollars. The maintenance of value clause, de- 
signed to protect the value of local currency loans, was also eliminated. 
This means that the United States, rather than the borrowing coun- 
try, assumes the exchange risk on these loans. 

And as Mr. Mann indicated, this would facilitate sales and sub- 
sequent loan agreements, since we are prepared to accept the risk of 
currency devaluation. 

Authority to approve projects to be financed with local currencies 
has been delegated to most of the U.S. operations missions in foreign 
countries. In exercising this responsibility, the missions will be 
guided by certain broad criteria, but they will no longer have to refer 
projects to Washington for final approval. By March 31, 1959, the 
equivalent of almost $1 billion of local currencies had been allotted 
for disbursement to borrowing governments for approved loan proj- 
ects and the equivalent of over one-half billion dollars of these funds 
had been released. 

These local currencies will be used for a wide variety of purposes, 
including expansion of hydroelectric power facilities; improvement of 
railroads, highways, and bridges and other industrial development; 
loans to private borrowers; irrigation, drainage, and flood control. 

And the members, either you, Mr. Chairman, or one member of the 
committee, asked about low-cost housing. We have released funds 
in at least four countries for low-cost housing, which is an approved 
use of local currency proceeds. 

In some instances, these local currency funds are being used to 
finance the local costs of projects for which foreign exchange costs 
are being financed by the International Bank for Reconstruction and 
Development, the Export-Import Bank and by the mutual security 
program, 
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Administration of the substantial amount of local currencies which 
have become available as a result of the disposal of U.S. surplus 
farm products poses many problems. In some countries, the avail- 
ability of local currency loan funds affords an opportunity to the 
United States to exert influence in the use of physical resources al- 
ready in the country. The loan funds, however, cannot be used to 
provide additional economic resources to a country since imports 
must be paid for in dollars or in other convertible currencies. But 
these local currencies may be a convenient source of funds to the goy- 
ernments of some of the less-developed countries which are not able 
to create sufficient budgetary resources through taxation and goy- 
ernment borrowing. 

I would like to pause here a moment to reiterate, in case there is any 
doubt about it on the part of the members of this committee, that 
these local currencies are a claim on the resources of that country and 
they are not an additional resource in the country. 

If we make a sale to India, the resource that India gets is the wheat 
or the cotton or whatever commodities are sold. The rupees which 
are generated and which we lend back to the countries in substantial 
magnitude are not additional resources. They are just a claim on 
the resources that exist within the country at any one time. These 
local currencies, to the extent they are used internally, merely tend to 
shift the use of resources around. We may say, for example: “We 
think you should put more of your local resources, your local physical 
resources, into education, so we want you to use the rupees we are lend- 
ing you to build more schools or to build more universities or other 
similar purposes.” We don’t create any more total resources by do- 
ing that. We just have more schools and less of something else which 
might otherwise have been built or constructed or which might have 
been consumed. 

I think it is quite important when we are thinking about these local 
currencies to realize that insofar as they are within the country, they 
are not an additional resource. Now if we want to take them out, 
we take a resource out of the country, we take something out of the 
country which it previously had and which it previously might have 
used, either for development or for consumption. The country to 
which we might lend or give those local currencies gets a resource 
added, but the country whose local currency we transfer or convert 
or make available to a third country obviously loses the same amount 
of resource. I think this is important in thinking about the use of 
these local currency resources and what they are really worth. 

Some countries have little need for local currency loans, however, 
although they needed and continue to need the U.S. agricultural com- 
modities available under Public Law 480. The purpose and the timing 
of the use of local currencies depend on the monetary situation of the 
country as well as the economic condition of the country. Where in- 
flation threatens or already exists, unrestrained use of such funds 
would be contrary to the objectives of helping in maintaining or 
building up the economy of the aid-recipient country. In some in- 
stances, although it might be a service to the country to make its own 
currency available to it, there are important reasons why the country 
would rather obtain the currency through its own internal methods 
rather than to borrow such currency from the United States which 
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entails obligations of repayment of both principal and interest. This 
may in some cases inhibit the usefulness of currency which is available 
only for loans. 

And there are some countries who are quite uninterested in borrow- 
ing this local currency from us because they are fairly sophisticated 
in financial matters. They may say: “We can arrange for overdrafts 
in the central bank of our country. We don’t have to pay any interest 
on the overdraft, but we would have to pay interest if we borrowed 
our local currency from you. So we would much rather not borrow 
from you, and the total inflationary or anti-inflationary effect is ex- 
actly the same.” 

The CuarrMANn. You don’t mean to suggest that they could borrow 
money from the local banks with the same terms and interest rates? 

Mr. FrtzGerarw. No, sir; I do not. 

The Cuarrman. And conditions. 

Mr. FrrzGerratp. I did not mean to leave that impression, Mr. 
Chairman, because it would obviously be wrong. But they can go to 
their own central banks, the bank of issue, for example, in India, or 
Pakistan or any other country, and they can draw an overdraft on 
that bank. The bank just cranks the moneymaking machine, turns 
the money over to the treasury, and the treasury doesn’t pay any inter- 
est on that kind of money. It is this sort of overdraft that I was 
talking about, Mr. Chairman, not borrowing from the local domestic 
economy. 

Mr. Poace. That is just straight inflation. 

Mr. FrrzGrratp. Yes. Except, Mr. Congressman, that they let the 
Public Law 480 local currency sales proceeds sit, you see, so that it 
doesn’t get into the economy. 

Mr. Poace. And to that extent they reduce it. 

Mr. FirzGeratp. And so one just offsets the other. 


GRANTS FOR ECONOMIC DEVELOPMENT 


Public Law 480 provides that contingent upon a waiver of section 
1415 of the Supplemental Appropriation Act of 1953, local currencies 
may be granted to promote economic development. Sales agreements 
signed through June 30, 1959, provide that $233 million equivalent 
may be used for such grants. This amount includes $154 million 
equivalent set aside in agreements signed during the first 4 years of 
the program. During fiscal year 1959, the use of the waiver author- 
ity was expanded and $79 million equivalent was earmarked for 
grants for economic development in sales agreements signed during 
this period. 

We believe that the trend toward a broader use of the grant author- 
ity should be continued during fiscal year 1960. In a number of coun- 
tries, successive Public Law 480 sales programs have resulted in de- 
posits of local currencies, including amounts available for loans, that 
are significantly large in relation to the country’s total money supply 
and the level of economic activity in the country. Experience has 
shown that some of these countries are reluctant to continue to borrow 
large amounts of their own currencies from a foreign government and 
to assume responsibility for repayment of these funds with interest. 
But, if some of these local currencies could be made available as a 
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grant, rather than as a loan, a country may welcome the opportunity 
to develop plans in cooperation with the United States for the use of 
these funds. In many of the less developed countries, where the 
United States is providing a significant amount of foreign exchan 
resources for economic development and military assistance, the avajl- 
ability to the United States of local currency which may be provided 
on a grant basis for economic development can be a useful instrument 
for promoting U.S. objectives. ret 

Again, if I may stop a minute to add an additional comment, in- 
creasing grants of local currency proceeds seems to me clearly incon- 
sistent with the original purpose of this legislation. As a conge- 
quence, the original sale becomes a kind of facade. It looks like 9 
sale, but in fact we are just making a grant of U.S. resources. I am 
not objecting to it, but I think sometimes there is perhaps a feeling on 
the part of some Americans who lack the competence or the knowl- 
edge that members of this committee have, that somehow or other, 
when you make a sale, this is different from a giveaway program. It 
all depends on what you do with the local currency proceeds, whether 
it is different or not. 


GRANTS FOR THE COMMON DEFENSE 


Through June 30, 1959, a total of $308 million equivalent has 
been set aside for procurement of military equipment, services and 
facilities, including barracks—somebody mentioned the question of 
barracks here a little earlier today—for the common defense. The 
bulk of these funds are being made available to countries such as 
China (Taiwan), Korea, Pakistan, and Turkey in which the United 
States has large military assistance programs. 

The Cuarrman. Doctor, may I interrupt at this point? 

Mr. FirzGeratp. Yes, sir. 

The Cuarrman. In the countries that desire to obtain aid for mili- 
tary purposes, such as the building of military barracks, and so forth, 
would they obtain that through your organization, ICA, or would 
they more properly go to some other agency in the Government? 

Mr. FrrzGrraxp. If it is for barracks construction, for example, it 
goes through the Department of Defense, Mr. Cooley. If it is for 
support to the military budget of the country, it would go through our 
organization. 

The Cuatmman. I have very meager information about the thing 
that I have in mind, and I want to discuss it for just one moment. 

But supposing a friendly country wanted a loan for that purpose 
or any other transaction authorized by 480. How would they go 
about it ? 

Would they file an application with ICA, with the national defense, 
or with the USDA? eatetihe asked me the question the other day, 


and, unfortunately, I couldn’t answer it. 

Mr. FrrzGrravp. Well, if the country wanted to borrow Public 
Law 480 funds for this purpose, one of two things could happen. It 
could propose it when the sales and loan agreements were being nego- 
tiated. It could say to the U.S. Embassy when the negotiations 
started : “Look, one of the things we want to do is to construct some 
barracks for our soldiers out in such-and-such a place.” It would 
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then be noted by us, by the United States. The U.S. representatives 
would say in the course of the conversations: “This is a permissible 
use of local currency, and we are perfectly agreeable to approving a 
project when the local sales proceeds are available for this particular 
urpose.” 

Normally, of course, Mr. Chairman, if the local currency is re- 
quired for defense activities in the country in which the United States 
is interested, we will provide those funds as a grant rather than as a 
the CrarrMan. That is the point. I am glad you mentioned it. 
This is a friendly country and it is a country that I understand is 
desperately in need. 

You say that under the law we could actually make them a grant 
for that purpose ? 

Mr. FrrzGerautp. Yes, sir. It would be made available under sec- 
tion 104(c). Section 1415 of the Supplemental Appropriations Act is 
not applicable to 104(c). ; 

Mr. Hoeven. Is that possibly independent without the approval 
actually of the Department of Defense? 

Mr. FrrzGeratp. No. We would be sure that the Department of 
Defense approved the facility involved or the military purpose for 
which the local currency is to be used. And if it is military construc- 
tion in which the United States itself is also contributing dollars, then 
the local currency goes to the Defense Department for expenditure, 
Defense actually controls the expenditure of such funds, 


PURCHASES OF GOODS FOR OTHER FRIENDLY COUNTRIES 


About $44 million equivalent of Public Law 480 sales proceeds have 
been earmarked for the purchases of goods or services for other 
friendly countries. About $32 million equivalent of these funds have 
been programed through June 30,1959. Most of these currencies have 
been derived from sales made to Western European countries and 
Japan during the first years of Public Law 480 operations. It is not 
expected that it will be possible to use any substantial amount of sales 
proceeds available as a result of sales to less-developed countries for 
such purchases. 


OTHER PROPOSED CHANGES IN LEGISLATION 


I should also like to comment briefly on two other proposed changes 
in the Public Law 480 legislation. 

1. New subsection authorizing use of foreign currency accruing un- 
der title I of Public Law 480 for emergency relief assistance: And 
you, Mr. Congressman, were talking about this is a little earlier, sir. 

This subsection, if adopted, will permit the President to meet emer- 
gency requirements of friendly peoples abroad other than those which 
are normally met under title IT of Public Law 480 through grants of 
agricultural commodities or through use of currencies generated by 
grants of such commodities. The proposed authority would be use- 
ful, for example, in enabling the United States to provide blankets, 
tents, medicines, and similar supplies which are required immediately 
as a result of disasters such as fire, flood, or earthquake, 
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I want to reiterate this is a proposed use of a local currency already 
generated, and not a new use of dollars. 

It is not expected that large amounts of foreign currencies will be 
needed for this ay: and | a ceiling figure is proposed of not more 
than the equivalent of $2 million to be used in any fiscal year for 
emergency relief purposes. It is believed that this statutory annual 
ceiling on use of currency for emergency purposes of this kind will 
provide the Congress with adequate | fiscal control over the use of the 
proposed new authority. In view of the unforeseen emergency nature 
of the requirements w hich the authority is designed to meet “and the 
necessity of immediate response to such ‘requirements when they arise, 
it will not be practic ‘able to seek authorization to use currency for this 
purpose in appropriation acts. 

We have lots of instances, gentlemen, where there has been an 
earthquake, or there has been a flood, or there has been a disaster 
of some kind or other. People may have no place to live, and the 
authority from the Congress to use this local currence y to pick up local 
supplies, including tents, medicine, clothing, and that sort of thing, 
would enable us to rush them in there quic ly. We wouldn’t have to 
fly such supplies from the United States and pay dollars for them. 
We think this authority would be a useful addition. It is not a vital 
one, but we think it would be useful. 

Mr. Poace. That is a point I wanted to ask, Dr. FitzGerald. There 
is authority under the law at the present time, as I understand it, 
for the President to provide exactly this kind of emergency equip- 
ment, but he has to pay for it in dollars, does he not ? 

Mr. FrrzGrratp. That is correct. 

Mr. Poage. And this is simply allowing, instead of dollars, the use 
of local currency where he could ? 

Mr. FirzGeratp. That is correct. 

Mr. Hoeven. I was going to ask the same question. 

What about the overlapping of such program with the work of the 
Red Cross? They take care of emergencies throughout the world and 
are very prompt in furnishing all of the materials and services you 
mention. Is there going to be some enflict of effort ? 

Mr. FrrzGrraup. No, sir. We work very closely with the Red Cross 
and in fact frequently use the Red Cross for the purpose of handling 
this. 

Mr. Poace. You would find the material and turn it over to the 
Red Cross for distribution, wouldn’t you ? 

Mr. FirzGeratp. We might, or we might provide it to the local 
Red Cross. 

Mr. Hoeven. But you wouldn’t do it independently of the Red 
Cross, would you? 

Mr. FrrzGrratp. This would be independent in the sense that we 
wouldn’t go through the American Red Cross, but I can assure you 
we always clear with the Red Cross before we do anything. 

Mr. Hoeven. I think that is important. We don’t want any dupli- 
cation of effort which might result in a lot of waste and misunder- 
standing. 

Mr. Poacer. Let’s get this clear. I think you intended to make it 
clear, but I think you confused, at ion you did me when I asked you 
if you wouldn’t go ahead if you had this authority and buy this equip- 
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ment and turn it over to the Red Cross for distribution rather than 
distribute it yourself. 

If I understood you correctly, you said that you might not turn 
it over to the Red C ross, but you might turn it over to the local Red 
Cross. That is, of course, what I meant. 

I did not mean that you would necessarily run it through the Ameri- 
ean Red Cross, but you would turn it over to the relief agency to 

make the distribution, and you wouldn’t set up a relief agency to go 

out and distribute it. 

Mr. FrrzGeravp. You are absolutely right. If I left any thought 
in the minds of the committee that we would establish a relief agency 
to make the distribution, I apologize. We would turn it over to the 
appropriate authority and we would reach agreement with the Ameri- 
can Red Cross to do so. 

Mr. Horven. And whatever you would do would be at the request 
of and in cooperation with the local Red Cross? 

Mr. FitzGeravp, At the request of the agency of that government. 

Mr. Poacr. It might be the Red Crescent in Turkey. 

Mr. FirzGrrap. That is correct. 

Mr. Horven. Well, whatever agency it is. 

Mr. FirzGeratp. That is right. 

2, Authorization to pay general average claims arising on title I 
shipments: An amendment is proposed to section 203 of “Public Law 
480 which would permit payment from funds available under title 
of general average claims arising from shipments of title II com- 
modities to recipient countries. At present, these money (usually 
foreign exchange) claims, which arise against all parties in a sea 
venture when a portion of a ship or a ship’s cargo is sacrificed to save 
the remaining cargo or to save a ship, are left for the recipient coun- 
try’s account, since title II requires delivery of commodities to the 
recipient f.o.b. U.S. ports with consequent transfer of title before 
ocean shipment is undertaken. Although general average claims on 
title II shipments are a rare occurrence, they can be embarrassing to 
the United States since title II shipments are generally made for 
humanitarian noncommercial purposes. 

I will ask Mr. Stewart to pick up the detail on this if the committee 
is interested. When we have grant-aid to a country in the form of 
food under title II, the country takes title to that commodity at the 
U.S. port of export. Something may happen to the ship or to part 
of the cargo in the ship. There is a claim against that ship, and all 
the people who have cargo in it share the claim. Every once in a 
while a country to whic h we have proposed to make a gift suddenly 
finds itself faced with a claim from a shipping company for losses 
incurred in the shipment. This seems to us to be very awkward and 
an undesirable situation, so we are asking authority here, in effect, to 
substitute for the owner in the case of this kind of a claim. 

We might have two or three a these claims in a year, amounting 
to a total of $5,000, $10,000 or $20,000, perhaps, but it is just an 
awkward, difficult situ: ation the way it is now. 

Mr. Poage. I think the committee understands, Doctor. 
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SECTION 402 


Mr. FirzGerap. Finally, I might comment briefly on the use of 
surplus agricultural commodities in the mutual security program, 
As I mentioned earlier, American farm products have always been 
an important part of the foreign assistance program. Beginning 
with the European recovery program in 1948 through June 380, 1959, 
almost $8 billion worth of American farm products have been pro- 
vided as part of the U.S. foreign assistance program. This is aside 
from Public Law 480. 

Since 1954, the Congress has required that specified amounts of 
funds made available for mutual security purposes be used to finance 
the export and sale of U.S. surplus agricultural commodities for 
foreign currencies. For fiscal year 1959, the act provided that a min- 
imum of $175 million be used for this purpose and the new legislation 
now under consideration by the Congress for fiscal year 1960 contains 
a similar provision. The sales proceeds become the property of the 
United States and are used to carry out the objectives of the mutual 
security program. 

Commodities determined to be surplus by the Secretary of Agricul- 
ture are eligible for sale and are sold generally at U.S. export market 
prices. A few commodities, such as soybeans, tallow, and cattle hides, 
are eligible for sales under section 402 although they are not made 
available for sale under Public Law 480. Private trade channels are 
used to the maximum extent possible. Shipments are subject to the 
statutory requirement that 50 percent be shipped in American yes- 
sels. 

During the year just ended, ICA authorized procurement of $185 
million of surplus products under section 402, thus slightly exceeding 
the minimum target set by the Congress. About $145 million of these 
commodities will be shipped direct to countries such as Korea, China 
(Taiwan), Philippines, and Vietnam which are recipients of substan- 
tial economic assistance under the mutual security ee Because 
of pressing requirements for nonagricultural goods needed to carry 
out the objectives of the mutual security program, however, it was 
not possible to achieve the minimum target of $175 million through 
direct sales to aid-receiving countries. 

In order to fill this gap, it has been necessary to arrange $40 million 
worth of so-called triangular sales. Under these arrangements, U.S. 
surplus commodities are sold to countries, primarily in Western 
Europe, which in turn agree that ICA may use the local currency 
sales proceeds to finance procurement of industrial items needed for 
the aid program in less developed countries. Dollar funds to finance 
these transactions are drawn from the aid allotments of the countries 
which will ultimately receive the industrial goods. Every effort is 
made to assure that these industrial items can be purchased at com- 
petitive prices and no advance commitments are made in regard to the 
commodities which will be financed or the destination of the exports. 
These triangular transactions are difficult to arrange and in many in- 
stances do not result in any appreciable increase in U.S. agricultural 
exports. Some of these sales may merely substitute for an approxi- 
mately similar volume of products which probably would be pur- 
chased by countries with their own dollar exchange. The recent ac- 
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tion by most Western European countries making externally held 
currency fully convertible further accentuates the problem. __ 

Since Public Law 480 sales are made to many countries which also 
receive mutual security assistance, the two programs are carefully co- 
ordinated to assure the best use of U.S. resources. To a limited ex- 
tent, commodities provided under Public Law 480 are substitutable 
for mutual security assistance which would otherwise be required, 
ICA takes great pains to identify the extent of such substitutability 
and to reduce the request for mutual security funds accordingly. 

Where Public Law 480 commodities do not fulfill a mutual security 
requirement—for example, where the objectives of the program require 
imports of industrial goods, military hardware, or where the program 
is limited to technical cooperation—the sale of U.S. surplus farm 
products under Public Law 480 may nevertheless make an important 
contribution to the achievement of U.S. objectives. But it doesn’t 
save any mutual security dollars since we wouldn’t put any aid in those 
countries in that event anyway. 

I shall be glad to answer any questions which you may have re- 
lating to those aspects of the U.S. surplus disposal programs for 
which my agency has responsibility. 

Mr. Poace. Dr. FitzGerald, I wonder if you would comment on 
the desirability or the undesirability of providing longer-term com- 
mitments in connection with our 480 agreements. 

It has been my impression that it would be mutually helpful to the 
United States and to many of the recipient countries if we might have 
in general agreements extending over a long period of time—over a 
longer period of time than we have at the present time, which is 
normally 2 years, as I understand it, now 

Mr. FrrzGrravp. There have been a limited number, a very limited 
number, of 3-year agreements. But that has been the longest period 
negotiated so far. 

Mr. Poacr. Actually, the tendency has been to make them shorter, 
not longer ; isn’t it ? 

Mr. FrrzGeravp. Yes. I think that all the 3-year agreements were 
made in the early years of the program; that is right, Mr. Poage. 

I have listened with interest to the discussion of this matter before 
the committee today, and have been doing some head scratching on 
it myself, both today and earlier. I have mixed emotions on it and 
I think, Mr. Poage, that a good deal depends on what you intend by 
a longer-term agreement. 

If it is an agreement which pretty irrevocably commits the United 
States to supply, and the importing countries to take, commodities 
for 5, 7, or 10 years, I have considerable reservation on it. One res- 
ervation, of course, is that while the probability may look slim at 
the moment, we won’t have the commodity in question for that long 
a period of time. 

On the importing countries’ side, I think they will have consider- 
able reluctance to commit themselves irevocably to take commodities 
for that long a period in advance, because they can’t be clear enough 
in their own mind whether this is good business for the country. 

For example, Greece was mentioned today. I will mention another 
country where we had big Public Law 480 programs in the last 3 or 
4 years, Yugoslavia. This year Yugoslavia has said they will not 
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require any Public Law 480 wheat, for example. It has had a big 
crop. It had good weather conditions and it expects to be able to 
satisfy fully its own internal requirements. 

Mr. Poage. Dr. FitzGerald, nobody has suggested here that we 
ought to force every agreement to be for a period of 10 years or 
anything of that kind. 

Mr. FrrzGeravp. Quite right. 

Mr. Poace. But should we not stand in the position of being willing 
to make long-term commitments where the circumstances seem to 
justify it? 

Mr. FrrzGeratp. Yes; I would say definitely with those qualifi- 
cations I have no difficulty with it. 

Mr. Poacer. But the present policy is not to make any commitment 
in excess of 2 years; isn’t it? 

Mr. FirzGerap. Sir, I am not aware of it, but that is possibly so, 

Mr. Poacr. The longest you ever made was for 3 years ? 

Mr. FrrzGrravp. The longeest we ever made was for 3 years. 

Mr. Poacr. The Secretary of Agriculture testified last week that 
2 years was the present policy. All I am finding fault with is placing 
such a short limit. I am not saying that every contract ought to be 
for 5 years, or 7 years, or 10 years, but that it seems to me that we 
are binding ourselves, that we are reducing our own efficiency as well 
as that of the recipient nation when we say we won’t make contracts 
in excess of 2 years. 

Mr. Hoeven. Will the gentleman yield ? 

Mr. Poage. Surely. 

Mr. FrrzGeravp. I wouldn’t have any difficulty with a longer pro- 
gram, under the appropriate circumstances. 

Mr. Hoeven. Dr. FitzGerald, personally I am not averse to extend- 
ing Public Law 480 for longer than a 1-year period. Mention has 
been made of the fact that we have no surplus of dairy products in 
storage today. 

Assume the United States had entered into a long-term contract 
with a foreign country to supply it with dairy products, and we 
couldn’t deliver the goods. What position would we be in, if that 
happened? We couldn’t live up to our contract. 

Mr. FrrzGeravp. I would understand that any contract contem- 
plated of this kind would be contingent on the availability of the 
commodities. 

Mr. Poace. There is no problem about the dairy products. All 
we have to do to have all the surplus dairy products we need is 
just stop buying at a loss to the U.S. Government and let somebody 
else share in that loss. The reason we haven’t any surplus dairy 
products is 

Mr. FrrzGerarp. Sir, if you do it under Public Law 480, nobod 
is going to share in that loss. We will continue to pay the full bill. 
Somebody else will get the benefit. 

Mr. Poacr. Certainly the United States will pay the full bill. I 
agree with that full well. The United States is paying the full bill 
now. 

Mr. FrrzGeratp. That is right. 





Mr. Poaae. It is not going to cost us any more to carry out our , 


contract on dairy products than it would have if we had our ware- 
houses full of dairy products, because the only way we have emptied 
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the warehouses is by paying the extra cost, and it wouldn’t cost us a 
pit more to deliver to Brazil or Ghana, or anywhere else, so that 
there is no problem about that, unless you actually reach a situation 
where your production of a commodity does not equal your need for 
the commodity at home. 

That is the only time that you run into a problem about that. And 
I can’t conceive of any eee any substantial agricultural product, 
on which we can possibly face an inability to procure all we need. 

Now maybe we can’t produce all the yellow watermelons that we 
would like to have, at least we cannot ship them up here. 

Mr. Hoeven. I was just thinking about the sanctity of a contract. 
If we make a contract with a foreign country they will naturally expect 
us to live up to it. 

Assuming we have a surplus at the time the contract is entered into, 
but in the subsequent year, we find we have liquidated our surplus, 
and cannot make delivery, we would be expected to live up to our 
contract and go into the open market to buy dairy products in order to 
fulfill our commitments. 

Mr. Poace. May I speak on that? 

Mr. Hoeven. I would like to have Mr. FitzGerald answer. 

Mr. Poace. Dr. FitzGerald didn’t propose any bill. I proposed that 
bill, and I think I am the man to answer it. What I proposed was— 
row Dr. FitzGerald didn’t come here and ask us to do this. I asked 
him. 

Mr. Hoeven. I want his opinion. 

Mr. Poacr. He is not even talking about what we have before us. 

Mr. Hoeven. Iam asking him the question. 

Mr. Poacr. What we have before us is a proposition that we would 
commit ourselves to supply a foreign country at the world price a 
given amount of a definite commodity. 

Now if there comes a shortage of wheat, the world price is certain to 
go up, and the price in the contract would go up. And if we didn’t have 
it available, we could certainly buy it on the world market and deliver 
it without any loss to the United States. 

But we do assure the recipient country that they have got the 
supply, that they can get it from a known source continuously in the 
United States, and if we do not have it, we are going to get it for 
them. 

Now what is wrong with that? What is wrong with giving them 
such a commitment? We made that kind of a commitment on all 
sorts of things. 

We make commitments to supply military goods of various kinds 
that are not in existence today but we agree that we will manufacture, 
deliver, and supply them. What is wrong with making the same 
kind of commitments on food ? 

Mr. FirzGrrarp. I would be very reluctant to make a commitment 
to supply food over a long-term period of time, Mr. Congressman, 
which if we happened to run out of the commodities would require us 
to go out on the world market and buy it. Our contract would be to 
sell the food for local currency, but we would have to pay dollars for 
it. I frankly don’t think that that would be a good deal for the United 
States. 

If you limit your commitment, and we are doing this—and this is 
the point I wanted to get to, Mr. Congressman—if you limit the com- 
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mitment to the delivery of commodities which the United States pro. 
duces or has on hand, I think this is appropriate. And we do make 
commitments annually now, not with governments, but with the yol. 
untary agencies on commodities, dairy products, for example, which 
we make contingent upon the availability of supply. 

We have approved programs for voluntary agencies to use 750. 
million-odd pounds of dry milk, is that right ? 

Mr. Stewart. About 640 million pounds for fiscal year 1960, 

Mr. FrrzGrratp. About 640 million,and that is more than is now 
estimated to be available for this purpose. 

Mr. Poace. That is where you are giving it to them. 

Mr. FirzGeraup. Each agency has to get along with less than 
earlier anticipated. 

Mr. Poace. What I am talking about is where we get paid. Asa 
matter of fact, the bill which we have under discussion maybe ought 
to go further. 

he bill provides for payment in U.S. dollars, and provides for 
payment at the market price, the world market price. I don’t see how 
the United States can get hurt under that sort of a deal. 

Mr. FirzGeravp. Payment in dollars would certainly 

Mr. Poace. That is what the bill provides. Of course, we can build 
up all the strawmen we want to here and knock them down, but that 
is what the bill provides, that we sell and make longtime commitments 
for U.S. dollars payable over a period of 40 years after delivery, at an 
interest rate of 214 percent, which is under the going rate in the 
United States today, and it is just one of those questions of whether 
you want to make the concession to stabilize world markets, or whether 

ou want to let the Russians make the concession, and they are advane- 
ing money at 2 percent. 

It seems to me that we have to pretty well face conditions in this 
world, that we are not going to get very far when we ask 100 percent 
more than the Russians do. 

Mr. FirzGerarp. I have two comments on that. One, I don’t have 
too much difficulty with the proposal that involves the payment in 
dollars, Mr. Congressman. 

Second, I must throw up somewhat of a red flag on this Russian 2- 
percent interest. It is fairly clear in a number of instances that we 
have looked into, that the interest rate is 2 percent all right, but they 
make up for it by the price they charge for the commodities con- 
cerned. 

Mr. Poace. I don’t question that in the least. 

Mr. FirzGeratp. But it is a good propaganda line. 

Mr. Poager. That is right. 

Mr. FrrzGrraup. And they are using it to its full value. 

Mr. Poace. And they are just whipping us bloody around the head 
with their propaganda line. And we just simply stand there and take 
it and say, “Well, it doesn’t mean anything. It just looks bad. It 
doesn’t mean anything.” Or are we going to try to do something to 
meet it ? 

Mr. FirzGeraup. Well, I don’t have too much difficulty with this. 
Frankly I don’t think you will find very much interest on it, but I 
would be willing to go out and see, if you have a dollar repayment 
requirement in it. 

Let me go off the record on this because it is not official policy. 

(Discussion off the record. ) 
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Mr. Poacr. Now, can we get back on the record and have you tell 
us why, When we wipe out the dollar obligations of a great many coun- 
tries or the maintenance of value of local currencies, we in effect wipe 
out all dollar obligations, why we then raise the interest rate on dollar 

sf 
5 you have just told us—you didn’t say it in so many words, 
but you have told us now—the interest rate is the same on dollar 
loans and on local currency loans. 

Mr. FrrzGeraxp. I said it, it is in my text here. 

Mr. Poace. Whereas yesterday we were told that they had lowered 
the interest rate, that they had offered a lower interest rate to coun- 
tries who would repay in dollars. 

Mr. Stewart. That was earlier, 

Mr. FrrzGeratp. For several years we did have a differential in 
the interest rate between dollar repayment and local currency repay- 
ment. It was optional with the repaying country whether in any 
particular payment, they paid the interest and principal in dollars or 
in local currencies, 

Mr. Poace. The biggest part of them had taken the maintenance of 
value, I mean to say. 

Mr. FirzGeratp. The maintenance of value was a requirement 
universally, until April 14. 

But in addition to the maintenance of value, which meant merely 
that they returned to us in repayment the same purchasing power—— 

Mr. Poace. Purchased by a given number of dollars. 

Mr. FirzGeratp. Yes. This was uniform whether the repayment 
was in local currency or in dollars. But in addition to that, we used 
to have a differential in our interest rates, and the interest rate on 
dollars was less than it was on local currencies. 

Mr. Poace. Now, do you feel there should be a differential ? 

Mr. FirzGeratp. This is a Treasury problem, so I can be just aw- 
fully free, you see, with somebody else’s business. This is always a 
nice practice. But from my point of view, from the point of view of 
my agency, and of our relations with these participating countries, I 
think from a propaganda point of view, I would like to be able to go 
so far as to be able to say we are providing a zero interest rate if you 
repay in dollars. 

Mr. Poace. And what do you think about the time over which pay- 
ments might be made? Do you think there is any merit to giving a 
longtime loan ? 

Mr. FrrzGrrarp. I think we are giving a longtime loan now, be- 
cause I think 40 years is a fairly longtime loan. 

Mr. Poacr. I think 40 years is a longtime loan, but how many of 
these are made for 40 years? 

Mr. FrrzGeratp. I would guess at least 75 percent. The vast ma- 
jority of them are 30- to 40-year loans. 

Mr. Poace. I understood that we had that authority all right. 

Mr. FrrzGeratp. We can run a check on that very easily. 

Mr. Poace. I wish you would, because maybe wrongly I got the im- 
pression from the Secretary of Agriculture that we were not exercis- 
ing that authority. 

r. FrrzGerap. Sir, I think you will find—we will do it for you, 
but I am positive-— 

Mr. Poacr. Understand I am not saying that you are incorrect. 
You may be just as right as rain. But I would like to get the record 
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and know how many of them are being made for that long a time 
because I did get the other impression. . 

Mr. FrrzGrratp. We will be delighted to give it to you, and I am 
positive that over 70 percent of our loans provide for payment over 
40 years. 

Mr. Poace. At 4 percent? 

Mr. FirzGrravp. We have had different interest rates. It would 
~ very simple, Mr. Chairman, for us to give you a tabulation of these 
oans. 

Mr. Poace. That is fine. 

Mr. FrrzGrraup. Showing the interest rate and the length of re. 
payment. 

Mr. Poacr. We would like to have that. 

Mr. FrrzGeraxp. It is no problem to us, and we can do it with no 
difficulty at all. 

(The material referred to is as follows :) 


ATTACHMENT A.—Repayment periods—Loan agreements concluded under 
sec. 104(g9) of Public Law 480 as amended? 


[Million dollars equivalent 2] 
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1 Loan agreements provide for establishment of lines of credit in foreign currencies up to the amount stated. 
Shortfalls in deliveries of commodities and thus in the amount of foreign currencies deposited may result 
in a decrease in the amounts which will become available. 

2 Unless otherwise noted, the dollar equivalent value assigned to foreign currencies covered by agreements 
reflects deposit rates agreed upon at the time the sale agreements were negotiated. 

3 Excludes an exchange loss of about $5.1 million equivalent resulting from the devaluation of the finnmark, 

4 Includes agreements signed pursuant to sec. 104(d) transactions. 


NotTeE.—Interest rates applicable to loans of local currencies resulting from sales made prior to fiscal year 
1958 are 3 percent for repayment in dollars and 4 percent if repayment is made in local currencies. The 
rates applicable to loans in connection with sales concluded during fiscal year 1958 were 4 and 5 percent, 
respectively. For fiscal year 1959 sales, a uniform rate of 344 percent was established. This was raised to 
4 percent in April 1959, but the rate may vary to the extent that loans are made to private enterprises, pub- 
licly owned profit earning types of projects, or to development banks, 
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We have had four changes in interest rates since we started the 

rogram. At first we had 3 percent if the repayment was in dollars 
and 4 percent if the repayment was in local currency. About 3 years 
ago the rates went up to 4 percent for dollar repayment and 5 percent 
for local currency repayment. At the beginning of fiscal year 1959, 
the rate was set at a uniform 314 percent and in April 1959 it rose to 
4 percent. 

Mr. Poace. Then do I understand it that it is your view that re- 
gardless of what we have been doing, that we ought to make long- 
time loans ¢ 

Mr. FirzGeratp. Yes, sir; there is no question about it. 

Mr. Poacr. That we ought to give a much lower interest rate where 
the loans are repayable in dollars, possibly no interest at all. 

Mr. FirzGeraup. From the point of view of my agency, yes. Now 
there are other considerations, as you know, Mr. Congressman, on 
this. 

Mr. Poace. And that we certainly should at least have the author- 
ity, and in some cases, use it to make long-time commitments. 

Mr. FirzGerravp. For dollar repayment.’ 

Mr. Poace. For dollar repayment, and would you say that we 
should use any authority in excess of 2 years for local currency re- 
payment, or do you think 2 years is long enough ? 

Mr. FrrzGrratp. No, 2 or 3 years, perhaps 4 years for local cur- 
rency repayment. I wouldn’t want to get any further than that be- 
cause I think if it is local currency repayment, we should be pretty 
conservative on it, Mr. Chairman. 

Mr. Poace. I suppose if we had maintenance of value, we wouldn’t 
need to be near that conservative, would we ? 

Mr. FirzGeravp. But that is a limitation on our ability to make 
sales, however, and you have got to balance these things out. 

Mr. Poace. Of course obviously the more you cut the amount that 
has to be repaid to the United States, the easier it is to sell, isn’t it? 

Mr. FrrzGeravp. Yes, indeed. 

Mr. Poace. And when you cut out the maintenance of value, you 
cut out a whole lot of the obligations to pay the United States, do 
you not? 

Mr. FirzGreratp. That is correct. 

Mr. Poace. In effect you have brought the price down. In some 
countries it may be cut in half or two or more? 

Mr. FrrzGeraup. Over time, yes indeed. 

Mr. Poage. It is all over some time? 

Mr. FrrzGerarp. Yes. 

Mr. Poace. So that what you actually did was to completely wipe 
out the proviso that you were going to sell at the current world market 
and accepting something a great deal less than the world market, 
didn’t you ? 

Mr. FrrzGrraup. No, I don’t think so, Mr. Congressman. I think 
it is correct and proper to say that we are still selling at the world 
price, and internally that grain or whatever the commodity is that 
moves into the country is sold at the local currency equivalent of the 
world price. What we have done is to—— 

Mr. Pusas: The United States doesn’t certainly get the world price, 
that is what you have done. 
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Mr. FrrzGerap. It gets the world price at the time of the gal 
but it may not get the equivalent value at the time the loan is repaj 
to us. 

Mr. Poace. But we don’t get it at the time of the sale. That is the 
sad part about it. If we were getting paid in cash in local currency, 
that is cash that we didn’t have to loan back to these people, I would 
agree that we were getting the world price at the time of the sale, 

But when coupled with that sale is an agreement to turn right 
around and lend the money back or lend a substantial portion of it 
back, then of course we are not getting the world price at the time 
of the sale, but we are getting something less than the world price, 

Mr. FrrzGeratp. I won’t argue with you. I would put it differ. 
ently, but the result is the same. 

r. Poace. Did this suggestion come from your shop, the suggestion 
to wipe out maintenance of value? 

Mr. FrrzGeratp. No, sir. 

Mr. Poace. I think that is all I want to ask, gentlemen. Does any- 
body want to ask a question? If not, we are very much obliged to 
you, Dr. FitzGerald. Mr. Heimburger wants to ask a question. 

Mr. Hermevrcer. Doctor, it is nice to see you again. 

Mr. FirzGrraxp. It is nice to see you, sir. 

Mr. Hermpurcer. Dr. FitzGerald, I wonder if you could provide 
the committee with some statistical and other relevant data. 

For example, in connection with your economic loans, I wonder if 
we could have by countries the purposes for which these loans have 
been made. I think perhaps you had such a document prepared. I 
requested it a couple of weeks ago. 

Mr. FirzGeratp. We have a summary, about a four-page summary. 
— I leave that with you, and if it is not adequate, you let us 

ow. 

Mr. Hermevurcer. Will you just put it in the record at this point! 

Mr. FrrzGeravp. All right. 

(The material referred to is as follows :) 


ATTACHMENT B.—Sec. 104(g) allotments of funds by ICA for approved projects 
[Million dollars equivalent] 


October Cumula- 
1958 tive 








Country March through Description of projects 
1959 Mar. 
31, 1955 
Sac | cca 
I oe etwnns +18. 2 18.2 | “Operation beef’—Government program to increase 


beef production 14.3; aid to universities 3.4; contribu- 
tions to National Committee of Atomic Energy 0.24; 
bilateral and multilateral scholarship program 0.3. 

DOR citaccnkeiciniites +1.4 20.9 | Electric power 3.9; iron and steel metal processing, tex- 
tile, paper, woodworking, coal and chemical indus- 
a, 16.4; tourism 0.4; engineering and construc 
tion 0.2. 

i irecSennctbseccclan Aeiebscud. 30.2 | Construction of grain elevators and warehouses 5.4; 
extension and rehabilitation of railways 13.1; electric 
energy production 5.0; regional development 3.0; 
steel manufacturing 0.7; reserve 3.0. 

+32. 0 32.0 | Expansion of hydroelectric and power production 

railway construction, expansion of iron and steel 
production 32.0. 

iin tite vntintecsd +17.3 17.3 | Land restoration 8.4; inland waterways 2.0; 
water supply and sewerage system 0.9; village water 
supply and sanitation 0.5; Rangoon General Hospi 
tal 0.6; undistributed 4.9, 

I i ccettccetscievniints +1.2 1.2 | Irrigation projects. 
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ATTACHMENT B.—Sec. 104(g) allotments of funds by ICA for approved 
projects—Continued 


Country 


ici in veksnnwa« 


Philippines. -.....-- 
DOOR. ccccecse 
ee axa 


i 
Yugoslavia......... 





October 
1958 
March 
1959 





+29. 1 


+27.3 





44273—59——-17 





[Million dollars equivalent] 


Cumula- 
tive 
through 
Mar. 
31, 1955 


30. 9 


14.6 


4.9 


14.0 
30,2 


Br By 
on -& 


56.8 
48.8 


27.3 


983, 2 





Description of projects 


Highway and port improvement, 12.4; irrigation, drain- 
age, and forestry 5.3; food processing facilities 4.9; 
housing 3.0; agricultural training, center and experi- 
ment station 2.8; coal industry 2.5 

Development loan funds for various purposes, including 
development of mining, lumber, and livestock pro- 
duction, farm-to-market roads, ahd food storage 
facilities. 

Loans to agricultural producers 2.8; industrial develop- 
ment 1.1; highway improvement and maintenance 
1.0. 

Construction: Hydroelectric plant 10.9; fluting-beard 
plant 3 

Roads and bridges 10.8; electrical grid 3.3; low-cost 
housing, 2.0; irrigation, range water development, 
drainage, flood control, and community water sup 
4.2; vocational education 0.2; Foreign Economic Be 
velopment Finance Corporation 3.0; and other 
investment projects 6.7. 

Hydroelectric plant. 

Sharavath? power project 14.6; river valley development 
164.5; and refinance corporation 55.0. 

Construction of airport runway 

Irrigation, well drilling, and agricultural development 
21.9; agricultural research station 0.3; construction 
and development: electric power facilities 9.0; roads 
and railways 6.1; housing 3.1; other industrial ex- 
pansion 28.1; afforestation 0.4. 

Industrial development in southern Italy, 45.7; revolv- 
ing loan fund, tourist facilities 8.0; loan funds for cre- 
ation of small landowners 8.0; loans to small producers 
for expansion of livestock production, marketing, and 
processing facilities 8.0; vocational education 8.0. 

Electric power development 48.0; irrigation, drainage, 
and reclamation 8.4; productivity center 0.4. 

Electric power development 21.8; irrigation and land de- 
velopment 12.7; land reclamation for industrial sites 
1.9; productivity center 2.8; forest development 2.8; 
industrial marketing and processing 4.5; improve- 
ment of fishing port facilities 1.9; silk center 0.4. 

Pakistan Industrial Finance Corporation 4.2; Small 
Industries Corporation 2.1; rehabilitation of the 
Pakistan railways 12.6; greater Karachi water supply 
and sewage disposal 8.4. 

Highway and bridge construction and improvement 
0.6; airport development 0.2; sewerage system 0.7; 
agricultural development (primarily coffee) 0.6. 

Irrigation, land development, dam construction, and 
expansion of agricultural research station 10.9; loans 
to private borrowers 0.3. 

Small agricultural loans through Development Bank 

Storage facilities for bananas and cereals. 

Hydraulic works and water supply 12.6; reforestation 
and watershed control 12.6; irrigation and reclamation 
12.0; electric power 18.8; tourism 25.8; improvement 
of coal mines, municipal forests, and inland fisheries 
7.6; range management, 1.2; and consolidation 1.0; 
soil conservation 0.3; industrial trade schools 2.4. 

Establishment of cementjplant. 

Industry, mining, and transportation 61.4; electric 
power stations and transmission lines 33.9; education 
14.7; housing 5.6; hospitals 0.9; fertilizer plant 15.5 
drainage and irrigation 2.4, 
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Mr. Hermpurcer. Those are the countries with which we haye 
Public Law 480 agreements, and the purpose for which development 
loans have been made. 

Mr. FrrzGeravp. That is what I wanted in that connection, 

Now do you have in connection with that a tabulation of the 
amount of foreign currency by countries which is programed for loan 
development purposes, the amount which you have actually received 
and the amount which has been committed in the case of each country? 

Mr. FrrzGeraup. Yes; I have that table here. 

Mr. Hermevrcer. I thought you might have. 
the record also ? 

Mr. FrrzGeraup. Yes, indeed. 

(The material referred to is as follows :) 


Will you put that in 


ATTACHMENT C.—Comparison of increases in loan agreements signed during 
January—June 1959—Allotments to USCS’s and disbursements, October 1958- 
March 1959 


[Million dollar equivalent} 





| | 











| 
Ear- | Loan agreements Allotments Disbursements 
| marked |_ oe ee eaten pik e- 
Country | in sales | | | | | 
| agree- | Cumula-| Increase, | Cumula-| Increase, | Cumula- Increase 
ments tive | January- | tive | October- tive | October: 
| | June | March | | Mareh 
oS casei ctatspec dela tillierinsnceaocee ti icicles tin docues Se _ —s a aiid eae 
Argentina_- 36. 5 | 20.0 | 18. 2 | 18. 2 |-. ® 
Austria... 26.3} 263 20.9 14] 125] 13 
Brazil-_-- : | 149, 2 | 149. 2 62. 2 32.0 | 53. 6 | 23.4 
Burma | 32. 5 17.3 17.3 | 17.3 | | -xeopiaiiliee 
Cnpiii i. - dues-ns 8.0 1.2 1.2 |e 
Chile....- 31.7 31.7 30.9 4 23.0 | 6.5 
China-- — Fai 1.0 | e 
Colombia. - --- 25.3 25.3 3.1 14. 6 1.1 14.6 | 7 
Ecuador. - - ---- 7.2 | 7.2 | 4.9 -.1 4.9 | al 
Finland. Bass 23.9 19.0 5. 0 14.0 14.0 
Greece. _- 37.4 37.4 30.2 6.7 | 29.9 | 8.3 
Iceland 5.7 5.7 1.8 2.3 .8 | 2.3 | so 
India 383. 8 383.8 114.6 234. 1 179. 1 10.5 | 10.5 
Indonesia - - > 87.4 80. 4 78.4 x 
Iran__-- . 2.5 2.5 2.5 | 
Israel 91.7 93.9 68. 9 8 68. 2 | 14.2 
Italy 100. 5 81.2 77.7 29.1 63. 4 | 33.4 
Japan oengesye 108. 9 108. 9 | 105. 6 105. 3 
Mexico 13. 6 13. 6 | 
Pakistan 90. 6 89. 1 34.7 27.3 27.3 27.3 | 7.3 
Paraguay - -- 2.2 2.2 2.1 2.1 | 
Peru . 16, 1 16. 2 11.2 10.7 1.5 
Philippines 5.2 5.2 4.5 4 | weet 
Portugal _-_- 3.4 3.4 3.4 3.4 | 
Spain _- : 197. 1 198. 4 49.1 94.3 83. 8 17.8 | 7.6 
Thailand 2.0 1.0 .5 5 |. 
Turkey. -- ‘ 40.5 
United Arab Republic 25.3 25. 3 25.3 
Uruguay... ..------ 6.3 5.0 5.0 | 
Yugoslavia 204. 5 204. 5 60, 2 134. 4 3.6 93. 4 | 93.4 
a : 1, 766.3 1, 653. 7 386. 2 983. 2 407.7 556. 9 229.0 


Mr. Hensecrcer. Mr, Chairman, there is one other point I would 
like totake up with Dr. FitzGerald. 

It seems that the Congress has been pretty obstinate on this barter 
matter, and that there is in the law under which ICA operates the 
provision which reads: 


Any offer to supply commodities hereunder at a sale price of $100,000 or more 
made on a bid basis pursuant to an invitation for formal bids, and which ex- 
presses a willingness to accept surplus agricultural commodities from the CCC 
as full payment in lieu of dollars shall have preference over any other bid offer 
where price and other terms of the bid offer are equal. 
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I understand that there has recently been some action taken by the 
Commodity Credit Corporation, which probably will have the effect 
of curtailing your operations under this barter provision. Are you 
familiar with that ¢ 

Mr. FrrzGeravp. I hadn’t been aware of the fact that our opera- 
tions would be curtailed. Very frankly, we have this offer outstand- 
ing. We get very few proposals under it. We get a few on fertilizer 
and that is about all. 

Mr. Hermpvurcer. I think that is a subject which the committee 
might want to discuss with you at some future time. I certainly 
won't take the time here. 

But could you provide us with a tabulation showing the amount 
of business which has been done by this barter method for the past 
4or5 years? 

Mr. FrrzGerarp. I will be glad to. 

Mr. Hermpvurcer. I might point out the nature of the action that 
has been taken. There is a ruling by the Commodity Credit Corpo- 
ration that if surplus commodities are taken by a supplying contrac- 
tor in lieu of dollars for materials to be supplied die the ICA pro- 
gram, then these surplus commodities can be sold only in barter and 
currency countries throughout the world. 

These are soft currency countries where you aren’t likely to sell 
much commodity for dollars. Disposal of those commodities in the 
A countries—the major market areas—is prohibited under the CCC 
policy. I have a letter here from the C. B. Fox Co., one of the large 
grain exporters, Mr. Chairman, which it might seem appropriate to 
put into the record at this point, if you have no objection, outlining 
the problem involved here. 

(The material referred to is as follows:) 


ATTACHMENT D.—Barter contracts, fiscal years 1950-59 











Fiscal year Total ICA 

icy I ec a WOO ict tbogs:.. Xs 
ee ee cs 
1.06.08. oK05 , 
14. 5 | 9.5 
34.2 | 18.9 
277.7 | 22.4 
315.9 8.6 

272.6 | 

65.1 

156.2 | 2.5 
eis. 32 mc “| suckende on 1,195.1 | 61.9 


Mr. Hermeurcer. Essentially the situation seems to be this: That 
if a supplier bidding on an ICA contract agrees that he will take 
surplus commodities in lieu of dollars in payment, then there is a 
limitation on the countries where he can sell tongs surplus commodities. 

If, on the other hand, he insists on dollar payments, he can take 
his dollars and go to the Commodity Credit Corporation and buy sur- 
plus commodities, and sell them any place in the world he can find 
a buyer for them. Do you have any comment on that situation ? 
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Mr. FirzGrravp. I probably should be able to answer that ques- 
tion. I would have been able to 5 or 10 years ago, but I am less 
familiar with CCC’s operations now than I used to be. 

I would be a little inclined to doubt that the last part of your 
statement was correct. I don’t think that an exporter can go to 
CCC and buy commodities and export them anywhere in the world 
that he wants to. He gets the chits for the subsidy. Is that what 
you are referring to? 

Mr. Hermpurcer. No. 

Mr. FrrzGeratp. He gets an order—— 

Mr. Hermmevrcer. I think that applies only to purchases, outside of 
CCC stocks. He gets a subsidy then if he provides proof of export. 
Of course he can’t export behind the Iron Curtain, but he can export 
them any place in the free world. I am not going to ask you to 
comment on this. I would certainly want to pose the situation and 
ask for the statistical data, please, on the barter business which has 
been done under this provision in your law. 

Mr. FrrzGeratp. We will be happy to provide it. 

Mr. Hermevecer. That is all, Mr. Chairman. 

Mr. Poace. Thank you, Dr. FitzGerald. The committee will stand 
in recess until 10 o’clock in the morning. 

(Whereupon, at 4:45 p.m., the committee adjourned, to reconvene 
at 10a.m., Thursday, July 16, 1959.) 





sets CUS 


A 
re 
y‘ 








1es- 
less 


ur 


rld 
hat 


rt. 
ort 


nd 


1as 


nd 


ne 


EXTENSION OF PUBLIC LAW 480 


THURSDAY, JULY 16, 1959 


House or ReprEsENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington,.D.C. 

The committee met pursuant to recess at 10 a.m., in room 1310, 
New House Office Building, Washington, D.C., Hon. Harold D. 
Cooley, chairman, — 

Mr. Poace (presiding). The committee will please come to order. 
We are met this morning to continue the eae on the renewal of 
Public Law 480 and any changes that should be made in the 
legislation. 

We have with us this morning representatives from the General 
Accounting Office. I believe that Mr. McDowell, the Assistant Di- 
rector of the Accounting and Auditing Division, is here. I believe 
you have a statement, do you not ? 

Mr. McDowe tt. Yes. 

Mr. Poace. We will be glad to have your statement. 


STATEMENT OF 0. D. McDOWELL, ASSISTANT DIRECTOR, CIVIL 
ACCOUNTING AND AUDITING DIVISION, GENERAL ACCOUNTING 
OFFICE; ACCOMPANIED BY FREDERICK K. RABEL, ASSISTANT 
DIRECTOR; BERNARD F. BURDICK, HENRY ESCHWEGE, AND 
MICHAEL GASSO, SUPERVISORY ACCOUNTANTS; AND JOHN W. 
MOORE, OFFICE OF GENERAL COUNSEL, GAO 


Mr. McDowetu. Mr. Chairman and members of the committee, we 
appear today before your committee in connection with your consid- 
eration of the Agricultural Trade Development and Assistance Act of 
1954, commonly known as Public Law 480. 

We should state that we have not made a thorough or systematic 
examination of all operations and problems of Public Law 480. Our 
work so far has consisted of (1) survey of existing administrative 
arrangements for our own general orientation, and (2) certain selec- 
tive reviews incident to our regular examination of the operations 
and activities of some of the principal participating agencies, such 
as the Department of Agriculture, the Treasury Department, and the 
International Cooperation Administration (ICA) of the Department 
of State. Our comments before you, therefore, are confined to a gen- 
eral description of some of the administrative arrangements under 
Public Law 480 as well as to certain problems and shortcoming which 
have come to our attention to date. Much of the fiscal and statistical 
data included in our remarks have been taken from the ninth semi- 
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annual report on activities carried on under Public Law 480, 93q 
Congress, as amended (H. Doc. No. 60, 86th Cong.) , and other sourees 
without verification by us. 


ADMINISTRATIVE ARRANGEMENTS UNDER PUBLIC LAW 480 


Public Law 480, approved July 10, 1954, under the official title of 
the Agricultural Trade Development and Assistance Act of 1954, was 
enacted mainly to increase the consumption of U.S. agricultural com. 
modities in foreign countries and to improve the foreign relations of 
the United States. The law consists of three titles. Title I author. 
izes the sale of surplus agricultural commodities for foreign currencies, 
title II authorizes the transfer of surplus agricultural commodities 
held by Commodity Credit Corporation to friendly peoples, and title 
III covers the donation of CCC commodities and barter transactions, 
Authority to enter into new transactions under titles I and IT expires 
December 31, 1959. 

On September 9, 1954, the President issued Executive Order No, 
10560, providing for the administration of Public Law 480. Under 
the order as amended, the President has assigned to various depart- 
ments and agencies the responsibility for carrying out the law as 
follows: 

1. The Department of Agriculture exercises the functions under title 
T relating to the sale of surplus agricultural commodities. 

2. The International Cooperation Administration (ICA) exercises 
the functions under title IT relating to relief programs. 

3. The Department of State has been assigned the functions of 
negotiating and entering into agreements with friendly nations or 
organizations of friendly nations. 

4. The Bureau of the Budget has the responsibility for fixing from 
time to time the amounts of foreign currencies to be used for purposes 
authorized by the act without appropriation by the Congress. 

5. The Secretary of the Treasury has been authorized to scribe regu- 
lations governing the purchase, custody, deposit, transfer, and sale of 
foreign currencies received. This authority does not limit the author- 
ity otherwise conferred upon the Secretary of State and the Director 
of the Bureau of the Budget. 
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§. The responsibility for administering the expenditure of foreign 
currencies received under the law has been assigned to the following 








agencies : 
Legislative 
Responsible agency Specified use authority, 
sec. 104 
nt of Agriculture. -.........-...-.-. Agricultural market development. -_......... (a). 
Dene . "TIREO DR i nor cintepntern ehéateecnadoeiied (m). 
Department of Defense---.....--..----.....- Common defense. ..... 2-0-2... 252. ccc (c). 
Department of State and International Co- |---.- OER c adibd esronddstacuddiantadsaadsch (c). 
operation Administration. Purchase of goods for other countries__-_-_._.- (d). 
Grants for economic development.-__..-_-..- (e). 
Loans to foreign governments_-__..........-- (g). 
International educational exchange-.-_______- th). 
| American-sponsored schaols and centers----- (qj). 
American educational studies. ...........-.. (o). 
Buildings for U.S. Government use. ....---- (1). 
Office of Civil and Defense Mobilization--_-- Supplemental stockpile - -.............---.-- (b). 
Development Loan Fund. ----.--..--- awaedeu Loans to foreign governments. -__.......---- (g). 
Export-Import Bank of Washington_._-.__-- Loans to private enterprise...............-.- (e). 
U.S. Information Agency..-.....-.--.--..--- Translation of books and periodicals -_-__.-.- (i). 
American-sponsored schools and centers----- (j). 
TOG Geb cki bh ade civ deteavbtkinkabiot (m). 
Library of Congress... ........--.---.-...---- Acquisition, indexing and dissemination of | (n). 
foreign publications. 
National Science Foundation and other | Scientific activities............-.-.....--..-- (k). 


agencies designated by the Director, Bu- | 


reau of the Budget. 





Mr. Poace. As to a few of these items under the International 
Cooperation Administration. As I understand, that is in the De- 
partment of State; is that right? 

Mr. McDowe .. Yes. 

Mr. Poace. Just what relationship would the Department of State 
have with it? It is all under the Secretary of State. 

Mr. McDowett. I might explain, Mr. Chairman. I am assigned 
primarily to the Department of Agriculture. Mr. Rabel here in our 
office does most of the work with ICA and he could answer. 

Mr. Poace. All right. Give us some information as to it. Just 
what is the connection ? 

Mr. Razev. ICA is generally designated as a semiautonomous 
agency within the Department of State. Originally, it was the For- 
eign Operations Administration, an independent agency reporting 
directly to the President, but effective in fiscal year 1956, it became an 
integral part of the State Department. It is now being more and 
more integrated into the State Department. Under Secretary Dillon 
really directs more or less the operations of ICA. 

Mr. Poaar. Is there any unnecessary duplication between other de- 
partments and ICA ? 

Mr. Raset. Mr. Chairman, I do not think our office has taken an offi- 

cial position in the matter. My experience has been that there have 
not been any particular duplications which have caused us to criticize 
the arrangement. 
_ Mr. Poace. I know it is not your function to criticize. I was not 
interested in what your function was. I wanted to know whether 
there was any unnecessary duplication, or waste of public money. 
There is some feeling, whether rightly or not, that there is duplica- 
tion, that we already have State Department representatives every- 
where. Now, we can see another agency within the State Department, 
coming out and handling the same problems. 
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Is there asharp differential of function? Wedonotknow. Weare 
trying to find out from you people what the actual situation is, Js 
there a duplication ? 

Mr. Rasen. I would like to say we generally have not found a reason 
or cause to criticize this arrangement because we have found there js 
sufficient difference in functions between the more or less policy opera- 
tions of the Department of State and what we might call the operating 
functions of the ICA. 

Mr. Poacr. Isn’t the American Ambassador the man that is in 
charge? 

Mr. Rasex. The Ambassador is the head of what is called the coun- 
try team and the country team consists of the overseas mission of the 
ICA;; also, of the military advisory group and representatives of the 
Embassy. Insofar as the administration is set up, it is supposed to 
work. It depends upon conditions varying from country by count 
whether there actually is an effective coordination or not. It depeais 
a lot, also, on the personal interest of the Ambassador. 

Mr. Poace. Isn’t there a splendid opportunity there, at least, to 
have a little friction between the Ambassador and the chief of mission 
of the ICA ? 

Mr. Rape. Well, sir, there probably could be. We have visited 
only a number of countries. We have not found occasion to criticize 
the arrangement. 

Mr. Poage. That is all I wanted to know. 

Let me ask as to this tabulation. I notice that you point out that 
the Department of Agriculture has rsponsibility for trade fairs, and 
then you point out that the U.S. Information Agency has responsi- 
bility for trade fairs. And I think there is some other duplication 
there ; isn’t there ? 

I want to get that clear, because obviously somebody has got to 
have the final responsibility. Who has it ? 

Mr. McDowe tu. Our understanding is that the Department of Com- 
merce has general responsibility for promoting business participa- 
tion in trade fairs. In this case, the Department of Agriculture would 
have the agriculture portion of it. 


Mr. Poace. Then, actually, Commerce would be the one that would | 


be handling trade fairs, and not Agriculture ? 

Mr. McDowetu. That would depend on the kind of trade fair. 

Mr. Poace. Then I notice you list loans to foreign governments 
being the responsibility of the Development Loan Fund. That Loan 
Fund isn’t an independent agency, is it ? 


Mr. Raset. The Development Loan Fund now is a Government cor- | 


oration. It is an independent agency, but is linked to the State 
epartment because the Chairman of the Board is an official of the 
State Department who exercises policy direction closely related to the 
operations of the mutual security program. It is separate and distinct 
from ICA. 
Mr. Poacer. It is a department of the State Department? It is 
quite similar to ICA ? 
Mr. Raset. It is quite similar. 
Mr. Poser. Then, actually, the responsibility for the loan program 
is by the State Department, and not by Agriculture ? 
Mr. Rapev. For the loans; yes, sir. 
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Mr. Poace. That means that the emphasis on these loans must be 

olitical rather than economical; is that right ? 

Mr. Rape. Yes. 

Mr. Poacr. Maybe that is where it ought to be. In any event, that 
isthe way it is set up ? 

Mr. Rasev. My understanding is that both of these objectives would 
or should be considered. 

Mr. Poacr. Somebody has to be boss. That is what we are trying 
to find out from you people; who is the boss? We cannot say that 
every agency downtown is going to make these loans, because they do 
not. Somebody has to have the authority. You folks start with the 
authority and cut out unnecessary activities. As I understand, you 
dothat. We are trying to find out who has the proper responsibility, 
who has the certain line of authority? 

Mr. Rasen. I would say that it is a good arrangement as to the 
responsibility for loans. However, later we point out in our state- 
ment that we have not made a sufficiently detailed review to have an 
informed opinion whether this program is adequately administered. 
It is still a fairly new program, and we have not yet entered into the 
detailed transactions. The arrangement as such seems sound to us. 

Mr. Poace. Thank you. 

The CHarrMaANn. Proceed with your statement, Mr. McDowell. 

Mr. McDowrtu. Any department or agency of the Government 
which uses foreign curriencies received under title I for a purpose 
for which funds have been appropriated is required by section 105 to 
pay to Commodity Credit Cotportina the dollar value of the cur- 
riencies used. As of December 31, 1958, reimbursements to CCC for 
foreign currencies used in lieu of appropriated dollars amounted to 
$186 million. To the extent that CCC is not reimbursed by other 
agencies for commodities disposed of and costs incurred under titles I 
and II, appropriations to reimburse CCC are authorized. Trans- 
actions cannot be carried out under title I which would call for 
appropriations to reimburse CCC in amounts in excess of $614 billion. 
Transfers under title IT and ocean freight costs under titles II and 
IIT are limited to $800 million. 

To assist. the several agencies in carrying out their responsibilities 
the President created the Interagency Committee on Agricultural 
Surplus Disposal as a policy committee under the chairmanship of a 
representative of the White House. 

Furthermore, pursuant to the President’s request for day-to-day 
interagency coordination, the Secretary of Agriculture established the 
Interagency Staff Committee on Agricultural Surplus Disposal. This 
Staff Committee is composed of representatives of the several agencies 
having responsibilities under the law and chaired by an official of the 
Foreign Agricultural Service, Department of Agriculture. The Com- 
mittee reviews and revises poorer programs, sales agreements, and 
negotiating instructions. Any unresolved differences are referred to 
the Interagency Policy Committee chaired by the White House. 


VOLUME OF TRANSACTIONS UNDER PUBLIC LAW 480 


From inception of the Public Law 480 programs in fiscal year 1955 
through December 31, 1958, 142 agreements and supplemental agree- 
ments were made with 37 countries for the sale of agricultural com- 
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modities for foreign currencies under title I. The cost of commodities 
including acquisition, storage, processing, and transportation costs, 
covered by these agreements is estimated at $4,647.4 million. 

The following is a summary of the approximate quantities and value 
of commodities provided for under title I, agreements signed through 
December 31, 1958. 
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Commodity Units |} Quantity Export market 
| value 
| 
Wheat and flour______-- G2 SFiS 3 bss oct LL ee. GZ 804, 188,000 | $1, 349, 600, 000 
A ae es ee a | 194, 199, 000 227, 700, 000 
a er heen needa dak ..--| Hundredweight 28, 913, 000 | 186, 800, 000 
ae a ed Oe a hele Bales__...-- a 3, 382, 700 537, 200, 000 
Ne CCE coli kbendclinkdpeapndachn duda -| Pounds. . 213, 006, 000 148, 100, 000 
Dairy products. -....---- - odine ant nknnien ah et Lee See aba ghin al 234, 364, 000 43, 700, 000 
NS eae je eee --| 2,642, 588, 000 405, 200, 000 
Poultry __- wetbcdaweisnhas a uew ote | do ; é 14, 300, 000 | 
Rae Eee MOOD s 6 ot an 55 ese ck ocenee ..---| Hundredweight__--| 314, 000 | 
Fruits and vegetables_-_..............-------- _| Pounds--- 182, 635, 000 | 61, 900, 000 
Meat. ___. Spe ork IA dk ee Ae -| 121,039, 000 | 
Hay and pasture seeds__........-...---- Satoh te | Hundredweight-_-_| 10, 000 
} pecan eenaemnensesimmnsnminatestinilinenenetnsitpeiis 
Total export market value_._.-._.....--.--- I iets < siseimeiomcomet timt oi eit givinwesie 2, 960, 200, 000 
Ocean transportation -............-- icles . neem ikenceeronnins sw 368, 500, 000 
Total export market value and ocean trans- ewes 


o-|-oe ---------| 3,328, 700,000 
portation. | | 
' 


The difference between the estimated total cost of $4,647.4 million 
and the estimated export market value, including ocean transporta- 
tion of $3,328.7 million, is $1,318.7 million. 

The principal factors contributing to this difference are (1) the 
amount by which CCC’s acquistion and handling costs for commodi- 
ties from its inventory exceeds the export market value, (2) sub- 
sidies paid on commodities exported, and (3) ocean freight differ- 
ential payments for shipments on U.S. flag vessels. 

The recorded collections of foreign currencies from surplus agri- 
cultural commodity sales from inception through December 31, 1958, 
were $2,548 million. Of this amount, $931 million had been dis- 
bursed by the agencies using the funds. 

We have attached to our statement two exihibts: exhibit I show- 
ing countries and commodities for programs under title I agreements 
signed through December 31, 1958, and exhibit Il showing planned 
uses of foreign currency under the agreements. 

The CuHarrman. Mr. Heimburger would like to ask you some 
questions. 

Mr. Hermeurcer. Before you leave this question, and referring 
back to the table on page 5, the total export market value expressed 
in terms of dollars, is that dollar figure arrived at on the basis of the 
exchange rate stipulated in these agreements or is that the actual 
exchange rate that the foreign currencies are worth ? 

Mr. McDowe tu. The currency exchange rate really does not enter 
into the determination of this figure. The export market value which 
is the major element in there is export market value expressed in 
terms of dollars. 

Mr. Hermevurcer. But for bushels and tons of sales, we received 
foreign currency at a stipulated rate ? 
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Mr. McDowet.. We get those at a rate stipulated in the country- 
to-country agreements. And usually that provides that the rate will 
be the rate for the bulk of the import transactions into that country. 

Mr. Hermeurcer. I am just trying to get at this figure. This is the 
face value. 

Mr. McDowett. This is the face value. 

Mr. Hermevrcer. In other words, the acquisition cost ? 

Mr. Poacer. Plus the storage. 

Mr. Hermevurcer. This is the face value of the selling price. 

Mr. McDowe ut. That is right. 

Mr. Hermpurcer. So that this figure then does not show the actual 
value of the currency received for these, but is received at the agreed 
upon exchange rate, and there is a difference as to the actual ex- 
change value of it ? 

Mr. McDowe.t. There would be a substantial difference there 
This is in effect the world market price at export prices. 

Mr. Poacr. This is the world market price expressed’ in dollars, 
what it cost the United States to acquire this commodity, plus the 
storage charges on it, plus the transportation, plus all of the handling 
charges ¢ 

Mr. McDowe tt. I am not sure what figures we are talking about. 

Mr. Poace. I am not sure which figures we are talking about, either. 

Mr. McDowe tt. The total figure of $4,647.4 million are not realized 
transactions. The figure represents transactions scheduled under the 
agreement and would include all those things that you mentioned, the 
CCC acquisition cost, the storage cost, the processing cost, and the 
transportation cost. 

Mr. Poacr. That is four billion six. The three billion three is the 
market value of these commodities at the time they were moved. 

Mr. McDowe tt. That is the estimated market value at the time of 
the agreement. You see, some of these agreements have not been com- 
pleted as of yet. So these two figures are a projection of what will 
happen under the total agreement. 

Mr. Poacr. Can we see—I know you do not have it right there— 
but can you give us a third figure of the estimated value of the cur- 
rencies we are going to get in return for this? 

Mr. McDowert. I can give you figures that are being realized at 
export market value expressed in dollars. They are running pretty 
well in line with these projections. Beyond that there will be a differ- 
ence between the collection rate for the currencies that we receive and 
the Treasury rate. 

Mr. Poace. We understood yesterday that we made an agreement 
with Argentina in which we figured pesos at 18 to the dollar. 

Mr. McDowe tt. Yes. 

Mr. Poace. But if we went to buy pesos, we could buy 69.7 pesos for 
a dollar. 

Mr. McDowe tu. That is my understanding. 

Mr. Poace. Consequently, we did not get what we would have re- 
ceived by purchasing pesos. If they are all paid back to us per the 
agreement, we will not have more than about 27 or 28 percent of the 
money necessary to buy the number of dollars which represents the 
value of the commodities in the world market. 
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Mr. McDoweu. My understanding is that, first, we have domestic 
market price of commodities here and we incur some difference or 
loss between that and the export market value. And then there would 
be some further, in effect, discount on utilization of the currencies 
that we receive. 

Mr. Poace. In that case, there will bea tremendous difference. That 
is the point I think the public has been led to believe and, certainly, 
I have been led to believe we were just about to get our money out of 
these commodities, but it appears that we are doing little more than 
giving them away. 

The Cuatrman, At the bottom of page 5, you point out so many 
millions dollars loss. 

Mr. McDowe tt. Yes. 

Mr. Poace. That was before delivery, that loss occurred in our ware- 
house. 

The Cuatrman. Is that what it is? 

Mr. McDowe tt. CCC cost over export market value. Then in addi- 
tion, there is subsidy paid on certain of the commodities—a subsidy is 
paid over and above the export market price. Then we, also, make 
payments for ocean freight under the 50-50 requirement that one-half 
of the shipments go on U.S.-flag vessels. Those are the three major 
elements that make that up. 

The Cuarrman. Whatever makes it up, the loss is sustained before 
we even dispose of the commodity. 

Mr. McDowe tt. Yes. 

The Cuarmman. And the loss amounts to $1,318 million, the differ- 
ence between the estimated cost and the estimated commodity value. 

Mr. McDowext. That is right. 

Mr. Poacr. The next big loss is the difference between the con- 
tractual value of the foreign currency and the actual market value 
of the foreign currency. 

Mr. McDowe tt. That would be another element. 

Mr. Poace. And a fairly substantial difference, isn’t it? 

Mr. McDowe tt. In some countries—it varies considerably from 
country to country. 

Mr. Poacr. I know it does. Some will be at par. 

Mr. McDowe tt. Later on in the statement, we have some more 
comments on that subject. We made a comparison in 11 countries and 
I think the figure is about $250 million difference between the collec- 
tion rate and the other. 

Mr. Poaae. If you will give us the figures, I won’t ask you now 
to give us those figures. 

he Cuarmman. Go ahead with your statement, Mr. McDowell. 

Mr. McDowe xt. During the same period about $490 million worth 
of commodities were authorized under title II including $87 million 
authorized for ocean freight since May 1956. 

Cumulative donations through December 31, 1958, for foreign and 
domestic relief through nonprofit voluntary agencies and intergov- 
ernmental organizations under title III of the act amounted to $1,445 
million at CCC cost. 

Cumulative barter contracts under title III through December 31, 
1958, amounted to $965.8 million at export market value. 

Mr. Poace. You do not sustain the loss on currency in barter, do 
you? 
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Mr. McDowett. That would be true, yes. 

Mr. Poace. That is a very substantial saving in many instances. 

Mr. McDoweu. That may be an oversimplified answer. The loss 
that may be there, you do not record and keep book on it, but pre- 
sumably in the dealing between the exporters and importers, the 
currency valuations will be taken into consideration, but you do not 
get a bookkeeping result on it. 


DEPARTMENT OF AGRICULTURE FUNCTIONS 


Commodity Credit Corporation plays a leading role in performing 
the functions of the Department of Agriculture under title I. CC 
makes available for sale to domestic exporters surplus agricultural 
commodities acquired in the administration of its price-support opera- 
tions and makes funds available to finance the sale and exportation 
of surplus agricultural commodities from private stocks as well as 
its own stocks. 

The arrangements through CCC works in the following manner. 
The domestic exporters enter into sales contracts with foreign im- 

orters under Public Law 480 agreements. The exporters are reim- 
ed for the sales price of commodities exported in dollars from 
funds made available by CCC. Importers in turn pay for the com- 
modities by depositing foreign currencies to the account of the U.S. 
Government. 

CCC reviews prices charged by exporters for the purpose of limit- 
ing Government financing to prices which are within the prevailing 
range of export market prices or such other maximum level as may be 
. in the purchase authorization issued by the Department of 
Agriculture. The limitation on exporters’ sales prices was designed 
also to prevent exporters from using Government financing programs 
as a device for converting foreign currencies into U.S. dollars. 

CCC’s price review for grain is made by comparing exporters’ in- 
voice price with market quotations obtained from trade sources for 
the date of the exporter’s sale and adding to such quotation an allow- 
ance for exporters’ markup including profit. CCC requires exporters 
to submit inspection certificates ‘oma by licensed inspectors as evi- 
dence of the quality of grain being financed. 


COTTON PRICE REVIEW PROCEDURES 


Our audit disclosed that CCC price review procedures for cotton 
were not adequate to prevent excessive financing cost to the Govern- 
ment. Procedures in effect permitted financing of exporters’ con- 
tract prices up to the comparable domestic market price, although 
cotton could be purchased from CCC for export at 6 to 7 cents a 
pound or $30 to $35 a bale below the domestic market price. In addi- 
tion CCC had not established procedures for determining whether the 
class of cotton exported is the same class of cotton the exporter repre- 
sents is being shipped. 

Since inception of the Public Law 480 program in July 1954, to 
December 31, 1958, CCC had recorded title I export shipments of 
about 3 million bales of cotton having an export value of $476 million. 
The New Orleans commodity office was responsible for determining 
whether exporters’ sales prices for this cotton were within the pre- 
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vailing range of export market prices at time of sale. Prior to ship- 
ment of the cotton, exporters were required to obtain commodity 
office approval of the contract price to be financed. 

Our examination of selected cotton transactions disclosed that the 
price review performed in the New Orleans commodity office was 
limited to a determination of whether the export price exceeded do- 
mestic prices rather than prevailing export market prices. The domes- 
tic market price of cotton does not appear to be an adequate measure 
of reasonable export prices because it allowes too wide a range of 
export prices and could result in excessive costs to the Government. 
The wide range allowed is illustrated by our examination of sales of 
14,503 bales of cotton which disclosed that prices (excluding ocean 
freight) charged to foreign importers were at least 4 cents a pound 
below domestic market prices on 6,624 bales and at least 2 cents a 
pound below domestic market prices on another 5,443 bales. 

CCC’s price review procedures were also inadequate because they 
did not provide for vertification of the quality of the cotton repre- 
sented by exporters. The exporters were permitted to obtain cotton 
for export from either domestic trade sources or from CCC. When 
the exporters obtained cotton from CCC at a, yrices they were 
required to export an equal quantity of cotton but they were not re- 
quired to export the identical cotton. The exporters advised CCC of 
the quality of cotton being exported in terms of the official U.S. cotton 
standards. 

CCC offered its cotton for sale at the class at which cotton was 
valued for price-support loans. However, exporters were permitted 
to have the cotton reclassed and to claim refunds for any downclass- 
ing resulting from such reclassification. Net refunds under CCC ex- 
port programs from January 1956 to February 1959 involving sales 
of 15.2 million bales of cotton were $166,813,000. Exporters chose to 
have almost all the cotton (95 percent) reclassed and obtained an 
average refund per bale of $15.58 on 12.3 million bales of the cotton 
(81 percent) which were lowered in class. 

Mr. Avsert. Does not the Government, also, have a chance to re- 
classify and get the advantage of any material difference in the cost 
of the cotton ¢ 

Mr. McDowe tt. The option to reclassify is with the purchaser. 

Mr. Axpert. The better they bargain, they make a profit. Then 
they can come along and buy some poorer grade and get the offset 
on that. Is that right? 

Mr. McDowett. That would be possible, although you will notice 
here—after it was reclassed nearly all was downgraded. If in a lot 
some bales went one way and the others went the other, the Govern- 
ment got the advantage of the upgrading. 

The Cuarrman. CCC does not permit domestic mills to reclassify 
cotton, does it ? 

Mr. McDowe.t. I am told that under domestic sales they, also, 
permit reclassification. 

The Cuarrman. I have had some complaints that small mills found 
it very difficult to buy CCC cotton because they were not permitted 
to reclassify the cotton. The large mills buy many thousands of bales 
and take it out when they need it and sell the rest on margin. Any- 
way, I will ask CCC about that. I think you are wrong. I do not 
think they are permitted to do reclassification. 
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Mr. Smirn of Kansas. Mr. Chairman, I offered an amendment 
about this very matter. In other words, they are simply getting reg- 
ular wheat in and are downgrading it. In other words, somebody 1s 
taking a terrific beating on this downgrading. That is what they do. 
They buy wheat at a low grade and then by reclassification, they up- 

ade it at the terminal facilities and who knows who gets it. The 

roducer loses. 

The CHairMAN. From the illustration you have given, it would be 
the ultimate purchaser, would it not, that would sustain the loss? 

Mr. Smiru of Kansas. The producer is the one that gets short. In 
other words, when they put that in as No. 3 wheat, the wholesaler 
sends down No. 2 or No. 1. 

It is downgraded. The Government is downgrading it all of the 
time and sending out high grade. This would not apply to cotton, 
of course, but it does to wheat. 

Mr. Jenninos. This is in opposition to what you say is true on 
wheat. If you will yield? Why does this happen? Does cotton de- 
teriorate in grade with storage ? 

Mr. GATHINGs. It does deteriorate in grade after several months of 
storage. You os that in the warehouse and keep it 18 months, and 
then get it under the light and look at that sample and it does not 
have the quality. It loses some of its good quality. 

Mr. Jenninos. The question of deterioration enters into it? 

Mr. Garuines. The buyer wants to know what it is as of today 
and not what it was when the farmer sold it. 

Mr. JennrinGs. I can understand that. Then it is a question of 
cotton deteriorating in storage rather than the classification when it 
is taken into the loan program. 

Mr. GaTuines. Yes. 

Mr. Jounson of Wisconsin. I would like to ask the same question. 
Does cotton not deteriorate when a bale stands out in the rain? 

Mr. Garuines. It might deteriorate somewhat, but not to a great 
extent. That cotton is put in the warehouse and you get a warehouse 
receipt which is negotiable, and the bale of cotton that is left out is 
sent over to the compress. 

Cotton really is storable and good for years and years. The com- 
mittee was down in New Orleans and we saw a bale of cotton that had 
been there for 75 years on the floor of the New Orleans Cotton Ex- 
change. That cotton is good today. 

Mr. Horven. This is rather interesting because it has been con- 
tended that cotton did not deteriorate. In fact, I saw a bale of cotton 
some place down South which they told me was a hundred years old. 
It was reported to me to be just as good as the day it was baled. How 
serious is this deterioration ? 

Mr. Garuines. There is a difference if you put it under the light. 
When you have a bale, especially from a certain area of the belt, and 
if they have had rains over a long period of time, it is subject to more 
deterioration when otherwise. 

The Caarrman. All right, Mr. McDowell, go back to your state- 
ment. 
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Mr. McDowe tu. Before we do, we have here the CCC sales licy 
for upland cotton, April 1959, domestic sales, that reads as follows: 

CCC offers to sell upland cotton listed in a catalog by competitive bids for 
unrestricted use domestic or export. Bids are not accepted at less than the 
higher of 105 percent of the current support price plus reasonable car 
charges or the market price. Reclassification rights are available to the buyer, 

That was in April of 1959. We think that has been in effect since 
the announcement of 1955. 

One thing I should add with respect to export cotton. CCC is 
changing its policy and is going to sell it at the catalog grade with- 
out reclassifying from here on out. 

Mr. Gaturnes. It does take a beating, this cotton that has been 
in for the past 2 years, no doubt, that resulted in that change. 

Mr. McDowe tu. The purchasers will discount it for whatever dete- 
rioration they think thereis. It won’t be reclassed. 

I think the purchaser would still recognize the deterioration. 

The Cuatmrman. You said it would be based on catalog rates with- 
out reclassification ? 

Mr. McDowetu. Yes; so far as export is concerned. 

The Cuatrman. So far as export is concerned. How about do- 
mestic sales? 

Mr. McDowe tt. I do not know. 

The Cuarman. All right. We are off the subject, anyway. 

Mr. Poacr. Does the purchaser have a right to see the samples of 
that cotton or does he have to buy it from the catalog without any 
opportunity to see it? I donot understand that. 

The Cuarrman. It is very bad in case they did not have the re- 
classification privileges. 

Mr. McDowett. That was on domestic that I read there. 

Mr. Poace. You mean in the future ? 

Mr. McDowett. On export sales. 

Mr. Poace. On exports sales, the buyer will not be able to see it? 

Mr. McDowe tt. I said that they will not have the privilege of 
having it reclassed. 

Mr. Poace. I know you said that. But there is a big difference 
whether he sees the samples or not. If he sees the samples and it 
classes pretty well, he will pay more for it. 

Mr. McDowe t. It is my understanding the catalog lists the ware- 
house where it is stored, and it is my impression they may go to the 
warehouse and look at it. 

Mr. Poace. That is the point I want to know. I do not know 
about that, whether he can or not. I was not under the impression 
that he could go there and see the cotton. 

The Cuairman. While we are on this point, off the record. 

(Discussion off the record.) 

The CHarrman. Allright, Mr. McDowell. 

Mr. McDowetu. Our examination of the exportation of 5,141 bales 
of cotton acquired by exporters from CCC from March 1956 to August 
1957 disclosed that exporters obtained reclassification refunds aver- 
aging $13.96 per bale on purchases involving 3,146 bales of cotton. 
When exporters applied for financing under Public Law 480, they 
represented most of the identical 3,146 bales of cotton to be of a 
higher class than the class used in settlement with CCC. In the 
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exporters’ applications, at least 2,579 bales of the identical cotton 
were represented at a class higher than the class assigned in settle- 
ment with CCC, in fact, 1,322 bales were represented at a class higher 
than the class assigned when the cotton was originally placed under 
CCC loan. We estimated that the average difference in value be- 
tween the class used in settlement with CC and the higher class 
represented in exporters’ application for financing was $16.98 per 
bale. An analysis of exporters’ transactions. relating to the 3,146 
bales of CCC cotton included in our review is attached as exhibit IIT. 

Mr. Atzert. You do find instances where the Government fell for 
that on the other end of the bargain, where under Public Law 480 
then sold it at a higher price, received credit at a higher value. 

Mr. McDoweuu. That is what happened with respect to these 3,000 
bales that we looked at in checking their price review. 

Mr. Apert. That is only going to ruin the whole program if we 
donot stop that. I object to that sort of thing. 

The Cuatrman. No other agency of the Government polices these 
transactions other than the GAO ;is that right? 

Mr. Jennrnos. Should not the Agriculture Department police it in 
their transactions? 

Mr. Auzert. The grading is incompetent at one end or the other 
by those that represent the Government agencies. 

Mr. JENNINGS. It isthe exporter. 

Mr. McDowett. The grade represented by the exporter is his rep- 
resentation. The cotton was not regraded for the purpose of making 
that representation. 

Mr. Aupert. Did he get by with it? 

Mr. Jounson of Wisconsin. Does the Government lend him money 
on this? 

Mr. McDowetx. The Government did not make a loan in this case. 

Mr. Jounson of Wisconsin. They financed it. 

Mr. McDowe tt. They financed it. 

Mr. Jounson of Wisconsin. Did they finance it under Public Law 
480 ? 

Mr. McDowe tt. Yes. 

Mr. Jounson of Wisconsin. Did they stop when they found this out ? 

Mr. McDowe tu. No; the information we obtained was after the 
transactions were completed. 

Mr. Jounson of Wisconsin. The transaction was completed, and 
they got that much in foreign currency. 

Mr. McDowett. Yes. 

The Cuatrman. Ifa shipper acquired CCC cotton and had it reclas- 
sified and got the benefit of the reclassification, you have no control 
over the grade which the shipper places on the cotton when he ships 
it into foreign markets; do you? 

Mr. McDowet.. The shipper is required to advise CCC of the grade 
in terms of U.S. cotton standards but that representation is not 
checked. 

The CuarrmMan. You mean if it is not checked, then the shipper 
can buy for a low price and sell at a high price and make the profit, 
and the foreign purchaser has no way of checking on it ? 

Mr. McDowett. The foreign purchaser, of course, will be looking 
out for his own interests. 
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Mr. Asert. It is a question of the Government getting taken under 
Public Law 480. That is the way I understand it. 

Mr. Suorr. The foreign purchaser is satisfied. 

Mr. Avperr. C ertainly ; ; he pays for it. But if the Government has 
to.reduce the price, that is the CCC, and has to take in more by reason 
of what he sells it for abroad, then it very definitely is the business of 
Congress. 

The CHAIRMAN. Very well. 

Mr. Prenie. It seems as though the question that Congressman 
Albert has just presented rests on a point on which I was concerned, 
because there is a difference in the subsidy, is there not, based upon 
that price differential? So that the Government has heen required 
to make a payment on the basis of this inflated figure. Isn’t that 
correct / 

Mr. McDowe tt. The cotton that we are talking about here had been 
bought from CCC at the export price so that the subsidy had been 
absorbed at that time. 

Mr. Pirnir. Had been absorbed? It is purely a matter of the profit 
that is being made through the use of the Government commodity, is 
that right? 

Mr. McDowett. That is right. 

The Cuatrrman. All right, go ahead with your statement. 

Mr. McDowett. Because CCC procedures were not designed to 
verify the correctness of the class of cotton represented in the ex- 
porter’s applications for financing under Public Law 480, CCC’s price 
review did not disclose any financl ing at excessive prices due to export- 
ers overstating the class of cotton shipped. 

We believe that because exporters contract prices were not ques- 
tioned unless they were $30 to $35 per bale higher than the purchase 
price of export cotton and the quality of cotton being financed was 
not determined, CCC’s price review was ineffective for determining 
whether prices "for financing the exportation of cotton were within 
the prevailing range of export market prices. 

Procedures are needed which would provide CCC reasonable assur- 
ance that the prices approved for financing under Public Law 480 are 
within the prevailing range of export mar ‘ket pr ices for the quality of 
cotton being exported. We believe that the CCC subsidized price for 
export cotton should be taken into consideration in determining the 
prevailing range of export market prices. One of the ways in which a 
quality review could be made would be to require exporters to present 
evidence of the latest official U.S. Government classification 7f the cot- 
ton to be financed. Such cotton should then be sampled on a selective 
basis to determine whether its quality is the same as that stated in the 
evidence presented by exporters. 

The matter of CCC price review procedures has been the subject of 
hearings held by the Intergovernmental Relations Subcommittee of 
the House Government Operations Committee and the subcommittee 
is actively continuing its review. 

Mr. Jounson of Wisconsin. Would it be a great hardship to the ex- 
porter when you ask for refinancing to furnish the Department with 
the price paid for the cotton from the C( °C, so that they actually 
know what they paid for it ? 
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Mr. McDowe.t.. Administratively, it would involve some problems. 
The cotton does not necessarily come from CCC. Some of the cotton 
exported has been acquired from domestic sources, as well as from 
CCC. And you have a commingling of cotton acquired from CCC 
‘om domestic sources. 

“eee of Wisconsin. And show the price paid on the do- 
le. 
7. Jennrinos. Could that not be done? 

Mr. McDowett. I suspect that it could be done. I do not know 
that as a matter of policy you would want to require that to be done. 
But it would be administratively a difficult thing to handle—I would 
think very difficult. Particularly, if you tried to do any policing of 
it at all. I would not think that would be a desirable approach to it. 

Mr. Garutnes. The Department of Agriculture anticipated putting 
into effect—it might already be in effect—a plan by which the ex- 
porter exports the identical bale of cotton. Heretofore, that has not 
been the practice. I think that we should look into the export pro- 
gram on cotton. We can do that at the exchange, for that is where 
the exporting is done, in New Orleans and New York. It is out of 
the New Orleans office. We should get more facts with respect to 
exporting the bale of cotton. That is one thing that will work to the 
disadvantage of the cotton farmer, otherwise. 

The CuarrMan. Those are policies of the Department of Agricul- 
ture, the CCC. They administer the program. As to whether or 
not the actual bale is sent. The Comptroller General is in the top 
echelon—he can say what should be done, but he is not in the position 
of making the policy. 

Mr. Poace. Probably, as to what our policy should be, I do not 
think they have any more authority to change that policy than I have. 
I think the committee and the Congress specifically provided for sub- 
stitution. We did it with the idea that we would make the market 
more liquid and enable the cotton to move more readily. Maybe we 
ought to review that. 

Mr. Horven. We could settle this argument by referring to the 
law. What does the law say on this subject ? 

The CuarrmMan. I think we ought to:permit Mr. McDowell to indi- 
cate that the purchaser can go into the open market. He does not 
have to buy it from CCC. He can buy it otherwise. 

Mr. McDowe tt. I think it is generally referred to as the Eastland 
amendment, it authorized permitting substitution, not requiring the 
identical bale to be shipped. 

Mr. Atzertr. The important thing in this whole thing it seems to me 
ison page 10, where it says exactly : 

When exporters applied for financing under Public Law 480, they represented 
3,146 bales of cotton of a higher class than the class used in settlement with CCC. 

The implication I get from that is that the Government is getting 
less, on the one hand, and they are selling it for more on the other. 
That is the thing that concerns me. It does not make any difference 
whether it is the same cotton or a different cotton. The whole point 
is if there are that number of bales in which he has an advantage from 
the Government as to the cost of it and under Public Law 480, I think 
we should know, at least, what that means. 





268 EXTENSION OF PUBLIC LAW 480 


Mr. Poace. Did the Government recover anything on those? 

Mr. McDowet. No. 

Mr. Poace. Why didn’t we try to 

Mr. McDowe tu. The Intergovernmental Relations Subcommittee on 
two or three of these cases is working with the Department now with 
that in view. 

The Cuatrman. Could he not recover? If an exporter buys from 
CCC and they sell him 3,000 bales of cotton, he finds it has been over- 
classed, he knows it has been overclassed and pays the Government 
for it, and sel!s at the correct classification, but it turns out to be 
underclassed, he can come back on the Government for a refund, can 
he not ? 

Mr. McDowe tt. Yes, that is in the sales transaction. 

Mr. Poacr. The factual situation shows that did not happen be- 
cause you had 1,200-and-some-odd bales out of 3,000 and that the Gov- 
ernment paid more than for the original classification. 

Mr. McDowe tt. That is right. 

Mr. Poage. On the other hand, when we classified many thousands 
we found 81 percent of them less than we thought they were running. 
Certainly, one-third of these bales of cotton were not lacking. 

Mr. McDowe tt. It would be unlikely. 

The Cuatrman. It is possible. 

Mr. McDowe tt. I understand there are other factors as far as mill 
use is concerned that are not measured by the Government classifica- 
tion procedures. 

The Cuairman. That is right. 

Mr. Poace. Is it compensation that you should not receive? You 
could go out and file on it and collect that ; couldn’t you? 

Mr. McDowe tt. Yes. 

Mr. Poage. Why shouldn’t we be as strict with the cotton exporter 
as we are with others? 

Mr. McDowe tx. There can be difference of opinion on grades. And, 
as I understand it, in the export trade most exporters, or many of 
them, have what they call their own private style or their own private 
brand. And what they are doing in this process is telling CCC that, 
“My private brand is comparable to U.S. Strict Middling” or what- 
ever class it may be. 

The Cuarrman. All right, let us proceed with your statement. 

Mr. McDowe tt. There is one mitigating thing that I might men- 
tion. In some cases, when the representation was made to CCC, they 
did not yet have the results of the reclassification. 

Mr. Atgerr. You recommended procedures ¢ 

Mr. McDowe tt. Yes. 

This material that I have just read is in a draft report that CCC 
is considering now and we have not received their view on it. 

Mr. Jounson. One more question. This check that you made of 
the sales of CCC under Public Law 480, were you not able to check 
the total amount of cotton that went through ? 

Mr. McDowe tt. These 3,000 bales are an insignificant portion of 
the total. 

Mr. Jounson. What do you think would be the total bales of 
cotton ? 

Mr. McDowe ... The total that went under Public Law 480 is some 
3 million bales and so 3,000 is a small sample. 
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Mr. Jenninas. In order to correct this, is legislation needed? Can 
it be corrected by administrative action, or is legislation necessary 

Mr. McDowetu. A quick answer is that it could be handled through 
administrative action, 

Mr. Jenninos. That is all. 

The CuarrMan. All right. 


EXPORT PRICES FOR COTTON HAVE NOT BEEN COMPETITIVE IN THE WORLD 
MARKET 


Mr. McDowe ut. In our fiscal year year 1958 audit report to Con- 
gress on CCC (B-114824 dated May 29, 1959), we stated that prices 
at which CCC had made cotton available for export for the 1958-59 
marketing year had been maintained at levels in excess of competitive 
world prices and that, in our opinion, this action did not comply with 
the requirements of section 203 of the Agricultural Act of 1956 (7 
U.S.C. 1853). 

Section 203 of the Agricultural Act of 1956 provides in pertinent 
part, as follows: 

In furtherance of the current policy of the Commodity Credit Corporation of 
offering surplus agricultural commodities for sale for export at competitive 
world prices, the Commodity Credit Corporation is directed to use its existing 
powers and authorities immediately upon the enactment of this act to en- 
courage the export of cotton by offering to make cotton available at prices not in 
excess of the level of prices at which cottons of comparable qualities are being 
offered in substantial quantity by other exporting countries * * *. Such 
quantities of cotton shall be sold as will reestablish and maintain the fair 


‘ 


historical share of the world market for U.S. cotton, said volume to be deter- 
mined by the Secretary of Agriculture. 

On April 23, 1958, the Department of Agriculture announced that 
during the 1958-59 marketing year Government-owned upland cot- 
ton would again be available for sale for export on a competitive bid 
basis and that this program would be supplemented by a payment-in- 
kind program to encourage exports from commercial stocks. Under 
the payment-in-kind program, exporters of upland cotton from 
normal trade sources earn a subsidy for each pound of cotton ex- 
ported. The subsidy so earned must be used by exporters to pur- 
chase additional cotton from CCC. August 1, 1958, was established 
as the beginning date for exports under both programs. 

On May 12, 1958, the first bids under the 1958-59 competitive sales 
program were opened by CCC and a minimum acceptable price of 
28.30 cents a pound for Middling 1-inch cotton at average location 
was established. On May 29, 1958, a payment rate of 614 cents a 
pound under the payment-in-kind program was announced. The 
announcement also stated : 


That rate of 6144 cents per pound will be effective until changed and will be 
subject to change without prior notice. 


At the time of our review, February 1959, neither the minimum 
acceptable bid price of 28.30 cents nor the payment-in-kind subsidy 
rate of 614 cents had been changed since they originally were an- 
nounced. 

While the prices at which CCC made cotton available for expert 


remained fixed, world market prices declined according to, publica- 


tions of the Foreign Agriculture Service and the Agricultural Mar- 
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keting Service of the Department of Agriculture. For example, the 
November 1958 issue of “The Cotton Situation,” a publication by the 
Agricultural Marketing Service, stated in part: 

Foreign spot prices have declined sharply in recent months and in October 
were well below the 1957-58 average. * * * Landed prices, e.if. major import 
markets, clearly indicate that nearly all higher grade foreign growths are cur- 
rently priced below comparable U.S. qualities. This reverses the situation which 
prevailed during most of the past 2 marketing years. Except for the lower grades, 
U.S. export prices currently average above a year ago. 

The most recent estimates indicate that U.S. cotton exports are not 
likely to exceed 2.9 million bales during the 1958-59 marketing year, 
compared to 5.7 million bales during 1957-58. 

> ~ 7 N Anvric 

In a letter dated May 8, 1959, the President of CCC advised us that 
they did not agree that the requirements of section 203 of the Agricul- 
tural Act of 1956 had not been met. Pertinent sections of his letter 
are included in our audit report. 

We also stated in our audit report that, since the enactment of the 
Agricultural Act of 1956, the Secretary of Agriculture had not made 
a formal determination of the volume of exports necessary to maintain 
the fair historical share of the world market for U.S. cotton. Tocom- 
ply with the intent of the act, we believe that the Secretary of Agri- 
culture should make a periodic determination of the volume of cotton 
exports necessary to maintain such fair historical share. 

The conference report on the act (H. Rept. 2197, dated May 22, 
1956) states: 

The Secretary has indicated that he considers 5 million bales to be the fair 
historical share based on the present level of world trade in cotton. 

The legislative history of the act shows that the fair historical 
share of exports should increase as world consumption of cotton in- 
creases. It follows, therefore, that the fair historical share would 
decrease if world consumption of cotton decreased. For this reason, 
we believe that the Secretary’s determination of the volume of exports 
necessary to comply with the act should be made periodically. We 
believe that this determination should be made at least annually to 
give consideration to changes in world trade and to establish a sales 
objective for the sales manager of CCC. : 

In commenting on our report, the President of CCC stated: 

It would appear to be impracticable to determine in advance of the beginning 
of a marketing year that amount which is to be considered our fair share of 
the world cotton market. At the time such a determination would have to be 
made, not even the production of cotton in the United States or in foreign 
countries would be a known factor, much less what volume of cotton would be 
involved in international trade. Since patterns are constantly changing, it is 
not possible to determine in advance what such volume will be. In any event, it 
occurs to us that rather than a specific number of bales fixed in advance of the 
marketing year, our share of the world market would be more closely related 
to a percentage of international trade in cotton which, in any event, could only 
be determined in light of existing circumstances during the particular market- 
ing year involved. 

We recognize that a precise.and firm determination of the fair his- 
torical share may not be practicable at the beginning of a marketing 
year. However, we believe that reasonable estimates of the factors 
involved in projecting the United States fair share can be obtained 
to provide a sales objective for the sales manager of CCC. The esti- 
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mated fair share could be adjusted periodically as circumstances 
warrant. 

The CuatrMANn. So the Department pays very little attention to 
the legislative history. The legislative history indicates that the 
Secretary should make the determination of our historical fair share 
of the world market, but then the Secretary, the President of the 
CCC in communicating with you says it could not be done, that it is 
impractical. You still think it should be done, don’t you? 

Mr. McDowe .. It seems to us that some attempt or effort should 
be made, and we go ahead here to say that we recognize that a firm 
determination cannot be made. You cannot say there will be 4 
million or 5 million, and stick to it. It seems to us practicable to 
have some kind of a target objective that you are working to as you 
go along, anyway. ; i 

The Cuatrman. The Secretary should determine our fair share of 
the world market and say, “I will subsidize 5 million bales.” That 
would be notice to the world and it might have some effect. Other- 
wise, the prospective buyer sits around, waiting for the low price. 
He should make some determination so that the world would know 
what he was going to do. 

Mr. Suorr. We had a considerable conversation on this point the 
other morning. 

In the first place, he arrives at the price on the basis of an inter- 
national agreement on the part of the cotton producers of the world. 
If I understood it rightly. And then subsequently even if the other 
countries saw fit to lower their price, and this country for what rea- 
sons I am not sure of, did not lower its price—I suppose because they 
had made this agreement, they would stick by it and the others did 
not—certainly, the other countries get the benefit of the world trade. 
And the U.S. exports of cotton during that period fell way below its 
normal amount. There was this recession that they kept referring 
to in the world cotton industry. And it would seem to me again 
in talking about this overall sort of a policy committee, that it should 
handle this foreign trade of all agricultural commodities and adjust 
them in the overall interest from time to time. Should that group 
come into the picture in this connection. And when they talk here 
about this matter of somebody else selling at a lower price and rec- 
ommend that the price be adjusted. 

The Cuatrman. The Secretary has complete authority to do just 
that. What happened here is he bought 9 million. 

Mr. SHorr. The point I was trying to get at is, Is that determina- 
tion completely with the Secretary? They have these other people 
in the State Department, for instance, that get into the act and they 
have an agreement there. Should the Secretary on his own make 
the determination ¢ 

The CHatrman. The law gives the Secretary the responsibility. 

Mr. Garuines. We are getting into a discussion of an act we 
passed about 2 years ago, that the Secretary shall sell about 5 mil- 
lion ‘bales as referred to here by the witnesses today and sell cotton 
competitively on the world market. The Secretary of Agriculture is 
to make the determination. It isa hard job. Maybe it is competitive 
at 714 cents a pound subsidy on that export price. He says he is 
going to look at that periodically. It might keep some of these buy- 
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ers, if he says that, from these countries from buying if they think 
he is going to take another look and do it in 90 days or some other 
period of time. 

Mr. Suorr. The point I was trying to get at is I had the impression 
that they had come to some agreement on the price of the cotton with 
the other countries. Subsequently, some of those countries saw fit not 
to abide by that agreement and lowered their price. I think the 
point that you rightly state is that the Secretary has authority to have 
followed the other country but he did not do it. Why?! Perhaps, 
there are a lot of factors that get into the picture as to why he did 
not do that. 

Mr. Poage gave the right picture of how they came to arrive at 
that price and, perhaps, justifiably or not, did not see fit to put the 
price down as the other countries did. 

Mr. Poace. There is no agreement. I do not know whether there 
ought to be on that. 

The Cuarrman. There was no agreement. 

Mr. Poace. Our Government did not want to make any agree- 
ment as to price. When we had refused to make an agreement even 
though there was a general understanding about what the price prob- 
ably should be, certain other governments, and I think probably led 
by the Mexican Government, although I am not certain, deliberate- 
ly lowered their price still further, presumably with the idea of cap- 
turing a larger share of the world market. We did not lower our 
price to meet those, but have announced that the first day of next 
month we will lower our price. To my mind, you should never 
announce you are going to lower the price at some later date; you 
should announce that you changed last night at midnight, because 
nobody will pay the higher price when they know that 2 weeks from 
now they will get the lower price. So we stopped the cotton mar- 
ket. There has not been any sold since, to speak of at all. 

The Cuarrman. And the same thing might hold true of a lower 
price. Again, that is the reason I have complained to the Secretary. 
I thought his policy was wrong. He ought to say, “We will subsidize 
our fair share,” 5 million bales, not to exceed that. That would in- 
crease consumption. Then it would go up instead of down. 

Mr. SHorr. Would he not, also, have to say—would he not have 
to include, not at any specific price agreement, that we had, but at 
world price? If he set a price, if the other countries want to go 
lower they could sell all of their cotton before we could sell any. 

The Cuamman. We desired that the Secretary, upon some general 
agreement to do so, would establish a watchdog committee to super- 
vise, that he would be a party to it and watch over the export of cotton 
so that one country would not trespass upon the other and everybod 
would get a fair price. The Secretary did not want any part of it. He 
wanted to make the determination, as Mr. McDowell said, our fair 
share is 5 million bales. I do not know what will happen. I know it is 
a very deplorable situation. 

Mr. JenntnGs. As I understand the section 203, it requires that the 
Secretary of Agriculture make a determination of our fair share of the 
market. Is that correct? 
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Mr. McDowe tu. The language says, “Said volume to be determined 
by the Secretary of Agriculture.” There is no specific language that 
says that he shall make it. 

{r. Jennrncs. AsI understand it, that has not been done. 

Mr. McDowe tt. Not formally, that is right. 

Mr. Jenninos. And you protested, you called attention to the fact 
that a determination had not been made. The President of the CCC 
stated that he felt that rather than this determination being made on 
the specific number of bales fixed in advance of the market year, our 
share of world market should be more ¢losely related toward a per- 
centage of international trade. What is the difference? Whether it is 
percentage of international trade or whether it is in fixed bales? A 
percent would reflect a fixed number of bales, would it not? 

Mr. McDowe tt. There is some variation in the world trade in cot- 
ton from year to year. The world trade in cotton for 1957-58 was about 
14 million bales. 

Mr. Jenninas. If either of these had been complied with, on a per- 
centage basis or on a fixed basis, they would have been fairly close, 
would they not ? 

Mr. McDowett. Yes. 

Mr. Jenninos. The fact remains that the President of the CCC says 
that it should be made on a percentage. Neither of them have been 
made, have they ? 

Mr. McDowe tt. They did not maintain the same percentage. 

Mr. Jennrnos. We dropped from roughly 5 million bales down to 
3 million bales. 

Mr. McDowe tt. Yes. 

Mr. Jennrncs. It seems to me then that not only the law has been 
violated, but the spirit and intent of the law has been violated. Is 
legislation needed to correct that? Is the legislation in the act specific 
enough and direct enough that it would take care of the situation if it 
were only carried out ? 

Mr. McDowett. It seems to us that legislation is specific enough. 

Mr. JenntNGs. Thank you. 

The Cuarrman. Please proceed, Mr. McDowell. 


DEPARTMENT OF STATE AND ICA FUNCTIONS 


Mr. McDowe tt. Failure to comply with usual marketing require- 
ments: In connection with our examination of the economic assistance 
program for India for fiscal years 1955 through 1958, we noted that 
India received surplus agricultural. commodities, pursuant to the 
sales agreement of August 29, 1956, although the country had not met 
the usual marketing requirements established under this agreement 
for fiscal year 1957. 

At the time of the 1956 agreement, section 101(a) of Public Law 
480 provided that in negotiating an agreement for the sale of surplus 
commodities reasonable precautions should be taken “to safeguard 
usual marketings of the United States and to assure that sales under 
this act will not unduly disrupt world prices of agricultural commodi- 
ties.” To comply with the fogislative requirement, the sales agree- 
ment provided that imports in fiscal year 1957 under title I should be 
over and above India’s usual commercial imports from all sources. 
Usual imports for the commodities to be imported were established 
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at 375,000 metric tons of rice, 550,000 metric tons of wheat, and 500,000 
bales of cotton. 

During fiscal year 1957 India complied with the marketing require. 
ments for rice and wheat, but failed to meet the quota for cotton, 
Normal cotton imports were only 354,423 bales, hence fell short by 
close to 146,000 bales. 

I should point out, included in the 500,000-bale quota was 100,000 for 
the United States. And India did import 145,000 bales from the 
United States, so that the shortfall in their import requirement did not 
come out of U.S. transactions. 

We have been advised by the International Cooperation Admin- 
istration that the problem of meeting usual marketing requirements 
has been reviewed extensively by the interested U.S. agencies and some 
adjustments have been made and others proposed to meet changing 
circumstances. In February 1958 the sales agreement was amended 
by reducing the amount of cotton shipments from $70 million to $49 
million. A corresponding increase was made in wheat shipments and 
related ocean transportation cost. In fiscal year 1959 a new sales 
agreement was negotiated covering grain only. A supplementary 
agreement, not yet formally signed, authorizes shipments of 100,000 
bales of cotton. In connection with this agreement it was proposed 
to reduce usual marketing requirements from 500,000 to 350,000 bales 
of cotton annually. Tothis requirement will be added the shortfall in 
commercial imports in the preceding 2 years. 

Utilization of foreign currency proceeds for economic development 
and other programs administered by ICA: The utilization of foreign 
currencies for economic development and other programs administered 
by the International Cooperation Administration has been slow, partly 
because of the leadtime required for the deposit of the sales proceeds 
and the need for specific detailed arrangements for their use. In 
recent years, however, increasing amounts of foreign currencies have 
accumulated in the possession of the U.S. Treasury and responsible 
officials in the Government have shown growing concern over these 
accumulations which derive not only from sales proceeds under Public 
Law 480 but also under section 402 of the Mutual Security Act and 
from numerous loans made by the United States which are repayable 
in the currencies of the borrowing countries. 

Mr. Poace. As to the first paragraph on that page, as I under- 
stand it, we are now making agreements to ship cotton that is going 
to exceed our normal shipments. You say: 

In connection with this agreement it was proposed to reduce usual market- 
ing requirements from 500,000 to 350,000 bales of cotton annually. 

How do you reduce that? Is it just we will wind up selling that 
much less? 

Mr. McDowe tt. The first agreement under Public Law 480 pro- 
vided for India importing 500,000 bales of cotton from the usual chan- 
nels of trade. 

Mr. Poacer. I thought that the law required that he had to be sure 
that there would be no diminution of our normal sales for money. 
I thought all of these sales had to be in addition to the normal 
sales. 

The Cuarman. He said, as I understood you to say, the 100,000 
bales was supposed to be our fair share of the Indian market. 
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Mr. McDowett. That is right. 

The CuHamrMan. And it is contemplated that India would import 
500,000 bales from regular sources of supply. 

Mr. McDowe tt. Including the 100,000 from us. 

The CuairMaAn. That is right. Since she only imported 354,000 
bales instead of 500,000, it would make it easier for us to go into 
the Indian market than otherwise. 

Mr. McDowe vu. Well, it is recognition of the fact that they were 
not able to import 500,000 from the normal channels. 

The CuairMan. That is right. So the normal imports, instead 
of being 500,000, are 350,000. 

Mr. Rane. This agreement of 1956 was a 3-year agreement, and 
it was difficult to forecast the normal marketing, so this amendment 
is proposed for 1959. I do not know exactly how it is being arranged, 
but it was difficult to forecast for the whole 3-year period. 

The CHairMAN. So unless you change the 500,000 figure we would 
have to sit back and wait before we could go in with the new program ? 

Mr. Rasen. That is, ideally, they should do that, but actually the 
cotton was shipped, although India did not meet its usual ease 
quota. They are trying to adjust the quota, but it has not been worke 
out finally yet. 

Mr. Jenninos. If they imported 100,000 bales from us, under the 
original agreement we would have to wait until they got the 500,000 
bales from some other source. 

Mr. Rape. Theoretically, we would, but on the other hand, how 
long can you wait ?—the year is gone. 

Mr. Poace. We are not complaining about it. 

Mr. Rape. It points out one of the difficulties under which the 
program works. 

Mr. Poacr. I may not understand this, but I understand the law 
is that you cannot sell anything under Public Law 480 except in ad- 
dition to normal purchases of the country, whether it be from us 
or from somebody else ; it has to be in addition to the normal purchases. 

Mr. JENNINGS. From year to year circumstances change. 

Mr. Poace. That is what I am trying to find out. Is it true that 
India was buying 500,000 bales of cotton, part of which was American 
cotton ¢ 

The CHarrMan. 100,000 from us. 

The figure developed in the last part of the year. 

Mr. Rape. Conditions have changed. I understand that the cotton 
production of India has increased, which has been a contributing 
factor. But I think by making an agreement for 3 years, it was 
difficult to administer. Maybe they should not have done that. 

Mr. Poace. To say the least, there has been a reappraisal of what. 
we consider the normal importation by Indian and it has been reduced 
a third. 

Mr. Rapen. Yes. 

Mr. Jounson of Wisconsin. Are they not making it up? As I un- 
derstand it 

Mr. Poage. We are making it up with Public Law 480. 

Mr. Rapet. There would be a reduction in the Public Law 480 
program. 

Mr. Poacr. A reduction in the Public Law 480 program? 
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Mr. RaBet. In order to make up for this shortfall or do you mean 
reducing the quota ? 

Mr. Poacre. You are making a reduction in cash sales down to 
350— 

Mr. Jonnson. The last sentence says: 

To this requirement will be added the shortfall in commercial imports in the 
preceding 2 years. 

So beside the 350 they have got to make up the 2 years they are short, 

Mr. Poace. That is right, there will be some more there. So they 
won’t require India to buy 500,000 bales before they buy our 100,000; 
they will simply replace the 100,000 bales with 480 cotton instead of 
with normal sales. 

Mr. JenninGs. These are in American normal sales. 

Mr. Poace. We don’t know whether they are American or whether 
they are not, and the law doesn’t say whether they are American 
or not. All I am talking about, gentlemen, is, I have found your 
office extremely unctuous when it comes to checking as much as 
$3.72 from some old woman who has been overpaid by either social 
security or the Veterans’ Administration ; you never overlook an oppor- 
tunity to do that, but if it is a hundred thousand bales of cotton here 
that is in deliberate violation of the law, why we presumed that it is 
a good thing to do it. I am not arguing that it wasn’t a good thing 
to do it—on some of these things. I think some of these $3.72 over- 
payments are a good thing too, but you always check them. I just 
wondered why you are so lenient with a hundred thousand bales of 
cotton that obviously is sent in violation of law. Maybe it is a good 
thing to send it. 

Mr. McDowe tt. I am not a lawyer, but it is not clear that it isa 
violation of the law. 

Mr. Poacr. You resolved in this case every doubt in favor of the 
Department, and you resolve every doubt against the claimant other- 
wise, that is all. You never resolved a doubt in favor of a veteran or 
a widow, did you? You resolved every doubt in favor of the 
Government. I am not complaining about that, but that is the policy 
of your agency, is it? 

Mr. McDowe tt. No; I can’t quite agree with you. 

The law here said the President should take reasonable precaution. 
Well, he required a provision to be put in the agreement with the 
Indian Government saying that they would do certain things. The 
Indian Government for one reason or another was unable to do those 
things. Now it doesn’t necessarily follow that the President didn’t 
follow the law. He did in incorporating the provision that the Indian 
Government would do it, but the Indian Government is a sovereign 
government, and he may not be able to control what it does. So it is 
not necessarily noncompliance on the part of the executive depart- 
ment of our Government if the Indian Government was unable to 
carry out the full agreement. 

Mr. Apernetoy. May I ask a question, Mr. Chairman? 

I would like to ask the witness if there is any suspicion—maybe 
that isn’t the appropriate word, but I think it will get the point of 
it—that there was a revision in the 500,000-bale figure for normal 
Indian imports down to 350,000 for the purpose of more readily mak- 
ing available cotton due India under the Public Law 480 program! 
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Mr. Rasev. That is possible, of course, but we haven’t—— 

Mr. Asernetuy. I asked if you suspected that there was. 

The CuarmrmMan. There couldn’t have been any other reason except 

hat. 

Mr. Raset. We haven’t made a sufficiently penetrating analysis to 
be able to evaluate that. It is certainly a possibility, 

Mr. AnernetHy. Was this suspicion on your part that there was 
a lowering of the figure from 500,000 to 350,000 so as to just make 
480 cotton more readily available? If so, 1 will ask you another 
question. ip 

Mr. Rasew. I personally am not sufficiently expert in the agricul- 
tural question. J would have to analyze the sales provisions and the 
advantages to India to buy under Public Law 480 conditions ;versus 
their normal marketing—lI personally do not know that. 

The Cuatrman. What could possibly have prompted this action 
other than as indicated by Mr. Abernethy? It was actually the fact, 
we then unloaded that 500,000 or 350,000 bales. . They figured it was 
a more realistic figure and it enabled us to move the cotton more 

uickly, and it was very unreasonable and unrealistic to maintain 
the 500,000 figure knowing that they were not going to import that 
much. 

Mr. Rasext. On this question we have contacted only ICA because 
this work was a part of our examination of the mutual security pro- 
gram. We have not contacted Agriculture. Now if I may read the 
answer which we have received on this situation from ICA—I don’t 
know to what extent they have consulted with Agriculture, but I 

resume it does reflect the official position of Agriculture. If I may 
read ICA’s answer on that problem 

The Cuarrman. What dothey say? Let’s read it, 

Mr. Rape (reading) : 

In the case of India the 500,000-bale annual level established in August 1956 
was based upon average imports in recent years when imports had been at a 
high level and domestic demand for textiles was on a rising scale. India’s 
production of cotton increased from a total of 3.2 million bales in 1951 to 4.2 
million bales in 1956 and has remained at about the same level through 1958. 
At the same time, India’s domestic consumption of cotton has increased only 
in proportion to the increase in domestic production and exports of cotton 
textiles did not increase. Consequently, India’s total imports of cotton declined 
and as GAO points out the reduction was effected in commercial imports. In 
fact, total imports in fiscal year 1957, including the amount purchased from 
the United States under Public Law 480, amounted to only the usual 500,000- 
a marketing requirement, and in fiscal year 1958 total imports fell to 328,000 

es. 

Mr. AsrrnerHy. May I ask you another question there? You 
brought this to our attention. You evidently brought it toour atten- 
tion for a particular purpose. I would like to inquire whether or 
not, since you have discovered this, you looked into it, and you are 
now satisfied that the 350,000 import figure would be normal? Would 
the figure 350,000 be their normal imports through the usual channels 
of trade? 

Mr. Rane. We have brought this up principally as a matter of 
information; we have to cusiteons that we have not sufficiently evalu- 





ated it to present an informed opinion or evaluation of this. It is a 
difficulty in the administration of the programs and, as we pointed out 
in the beginning of our statement, we 


ave not made a pertinent 
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and comprehensive review of the operation of Public Law 480. This 
statement is a collection of various findings which we have pertaining 
to this program, and we are presenting it in this fashion to the com- 
mittee. But we have to say that we have not evaluated all these 
matters sufficiently to be really helpful. 

Mr. Poace. Can we find out now—you gave me an answer once, 
and I think I must have misunderstood you; I had understood that 
this 500,000 or 350,000 was the total amount of cotton that India 
would normally be expected to import. Didn’t you read a statement 
there that the normal importations were over 2 million bales? This, 
then, would just be the American portion of those imports, wouldn't 
it? 

Mr. Raset. No, the 3 or 4 million bales apply to the production of 
cotton. India is a cotton-producing country; this is in addition to 
what they are importing. 

Mr. Poace. The total production of cotton in India—— 

Mr. Rasex. Their production has increased, while the consumption 
of cotton has increased no more, proportionately, than their produc- 
tion 

Mr. Poace. All right, I just wanted to be sure what that 2 million 
figure was in your statement. 

Mr. Rape. That was a production figure. 

Mr. Poace. A domestic production figure ? 

Mr. Raper. Yes. 

The Cuatrman. Go ahead. 

Mr. McDowe.u. The problems involved in the accumulation of 
foreign currencies owned or controlled by the U.S. Government, and 
possible ways of accelerating their use, have been the subject of a 
special report submitted by a three-man consultant team in August 
1958 at the request of the Director, International Corporation Ad- 
ministration. We believe this report discusses in a generally accu- 
rate and informative manner the problems faced by the executive 
branch. It emphasizes the need for a flexible country-by-country 
approach because of the considerable variations in conditions and re- 
quirements which the consultants found in the several countries vis- 
ited by them, based on their relative stage of economic development. 

The consultants list a number of suggested uses to further U.S. aid 
to underdeveloped countries, particularly in the fields of health, wel- 
fare, and education, development of natural resources, and loans to 
industry, agriculture, small business, and handicraft. The consult- 
ants suggest certain revisions in Public Law 480 and greater flexibil- 
ity in its operations. They contend that the legal requirement that 
commodities be sold, rather than granted, and most of the proceeds 
be loaned, rather than granted, has aggravated the problem of grow- 
ing accumulations. The consultants also recommend that the appli- 
cability of section 1415 of the Supplemental Appropriation Act, 1953, 
be further relaxed. 

Mr. Apernetuy. Going back to the subject we were discussing a 
moment ago, there is another question that has occurred to me. You 
gave us the information regarding the revision down of the normal 
imports of India. Have there been like revisions in other countries, 
or related to other countries. 

Mr. Rape. I personally have no knowledge in that respect as to 
other countries. Maybe Mr. McDowell in his work does. 
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Mr. McDoweE t. I do not. 

The Cuamrman. Mr. Heimburger wants to ask you a question. 

Mr. Hermevrcer. In that connection, gentlemen, do you have avail- 
able to you the secret or restricted portions of these agreements which 
are not available to the general public and to Congress? It is 
those portions which contain these stipulations as to the usual market- 
ing, and sometimes other provisions. Do you have available to you 
all of these agreements ! 

Mr. Raper. I have in my hand here the agreement with India, and 
the normal or usual marketing requirement is included in annex No. 
1. This is the printed document in the official treaty series. 

Mr. Hermpvrcer. I was not referring to this particular agreement, 
nor to any particular agreement, and I don’t think that this is a gen- 
eral thing, but there are some agreements which have been sent up to 
Congress on an informatory basis which have not included all of the 
provisions of the agreement. My question is, merely, Do you gentle- 
men have available to you all of the provisions of ali of these agree- 
ments ? 

Mr. Rape. Well, so far, we had access—but I am not aware of these 
classified sections. 

Mr: Hermpurecsr. I cannot point them out to you, because I have 
never seen them, but there are some parts of some agreements about 
which the State Department has testified before the Gevevant Op- 
erations Committee, which are not made public or submitted to 
Congress. 

Mr. Razer. I am not aware of any documents or any information 
relating to these agreements which has not been made available to us. 

Mr. Hermpurcer. I guess you have not seen the secret parts of the 
agreement either. 

Mr. Ranev. Maybe we haven’t seen them. 

Mr. Poacr. Mr. McDowell, you have just read us the suggestions 
for further U.S. aid to underdeveloped countries and, as I see it, every 
suggestion that has been made there—I understand they are not yours, 
but that you are merely reporting to us the suggestions that have been 
made to you—as far as I can tell, every one of those suggestions simply 
means more giveaway and less return to the United States; isn’t that 
the sum and substance of it? 

Mr. Raper. Yes. Particularly one of the recommendations of this 
study by the three-man team is to grant the commodities rather than 
sell them, as is being done now under the law, and as to the local 
currencies, to grant and not to loan them, which is now the rule under 
the law. Although the President has authority to grant, he has been 
reluctant to exercise it. 

The Bureau of the Budget to which this authority has been dele- 
gated has been reluctant to waive section 1415 of the Supplemental 
Appropriations Act of 1955, which would require ICA to pay in 
dollars if they want to grant local currencies. And that section has 
not been waived by the President, except in only one or two cases, 
So, in fact, most of the local currencies are loaned for economic de- 
velopment purposes. 

Mr. Poacr. I know that. And all of these recommendations have 
F their objective getting less money back to the U.S. Treasury; isn’t 
that it? 
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Mr. Rape. That is correct. 

Mr. Jennines. Looking at some of the figures here on the exports 
and imports of the various countries, speaking of the years 1955, 1956, 
1957, and 1958, it appears that we have actually lost the volume which 
you are talking about. For instance, here the imports of all but the 
U.S. cotton—for instance, Africa from 1956-57 to the 1957-58 year 
went from 96.4 to 99.2; Egypt went from 41 million to 50 million; 
Sudan, 55 million to 64 million; and the United States from 289 million 
down to 114 million. So it appears to me that the loss that you are 
talking about, from 500 million down to 350 million, all of it took 
place out of our United States. 

Mr. AverNetHy. You mean 500,000. 

Mr. Jennrinos. Yes, thousand bales; it is based on thousands of 
bales. So that it would be 96,000 to 99,000. In the case of the United 
States it would be 289,000 bales, down to 114,000 bales. 

Mr. McDowrtu. What country is that, sir? 

Mr. Jenntnas. The United States, and India. 

So I think the fact that you have pointed this out is indicative that 
you are doing a god job—perhaps it is not thorough enough, and as 
you say it in your opening statement, you have not gone into this 
in sufficient detail to evaluate all of the implications and ramifica- 
tions, but in this particular case which you have pointed out, in 
looking back to the imports in India, it certainly seems that reevalu- 
ation from 500 million down to 340 million, most of that, practically 
all of it, is out of the U.S. export trade, when actually all of the rest 
of the countries have increased. So I think you have really done a 
good job reporting this. 

Mr. Raper. May I add here that I just recall that in the case of 
Yugoslavia there was a question whether sales under Public Law 480 
have infringed on the usual marketings between the United States 
and Yugoslavia. You asked whether there were other countries 
which we have looked into. I just recall that in Yugoslavia there was 
a question; I cannot give you the answer at this point. You asked 
whether there was a suspicion that maybe the country preferred to 
receive sales under Public Law 480. I would say that such a sus- 
picion existed in the case of Yugoslavia, but I am not competent here 
to give a definite answer. 

The Cuarrman. Allright. Goahead, Mr. McDowell. 

Mr. McDowe tu. We believe that it is open to doubt whether the 
report will materially help to resolve the problem, since it offers not 
more than generalized conclusions and recommendations, rather than 
specific measures for any of the individual countries reviewed by the 
consultant team, and since the various recommended actions involve 
changes in established congressional policy and must overcome basic 
economic and technical obstacles. 

As of December 31, 1958, ICA reported a total of $2.1 billion 
planned for programs under its administration. Deposits earmarked 
for such programs totaled $1.5 billion, of which the agency had with- 
draw $663 million, leaving an unexpended balance of $860 million 
for future use. The largest program under ICA administration, 
loans for economic development, totaled $1,267 million in terms of 
executed agreements; loan disbursements totaled $487 million at 
December 31, 1958. 
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| In view of the relatively recent starting date of these loan pro- 
@. | grams, our office has not had an opportunity to examine the propriety 
ich | of representative monet transactions and of pertinent adminis-’ 
the | trative procedures followed by ICA. We are planning to make such 
© | gnexamination in selected foreign countries as a part of our continu- 


a ing review of major assistance activities under the niutual security 
. ’ 7 

ion | program. 

ad | ADMINISTRATION OF RELIEF PROGRAM UNDER TITLES I AND It 


In connection with our examination of economic and technical as- 
| sistance programs in a number of foreign countries, we had occasion 

of to review the administration of relief and food distribution programs 

ted under the authority of titles IL and III of Public Law 480. Our 
concern with these programs stems from the fact that International 
Cooperation Administration has been assigned responsibility for ad- 
ministering the programs under title II and for supervising and 
hat | guditing the operations of voluntary relief agencies under title ELI. 


las | Our findings are set forth in our published reports on Vietnam and 
this | pakistan and in a draft report. ( now in final preparation) on India. 
Car In the case of Vietnam, end-use investigations conducted by the 


.m | JCA overseas staff disclosed that some of the commodities distributed 
ulu- under the title III program were sold by the recipients in the black 
ally | market patronized Ouietty by Europeans and Americans. This con- 
rest | clusion was attributed to some extent to the fact that several commodi- 
16% | ties, especially dairy products, were foreign to the diet of the local 
population and therefore not generally accepted. 
2 of In the case of Pakistan, investigation by ICA oversea personnel 
480 | showed that relief programs, both under title II and IL, did not re- 
ates { ceive the expected Savon AO: pila for the United States. ICA 
ries | investigations further revealed certain unsatisfactory conditions in the 
was | voluntary food distribution programs such as (1) overlapping dis- 
ked | tributions by the various agencies, (2) black-market transactions in- 
1 to | volving an estimated 15 percent of the commodities furnished by the 
sus- | United States, and (3) unreasonable accumulations of commodities 
here | in storage prior to distribution. Programs conducted by two of the 
three principal agencies were temporarily suspended by mutual agree- 
ment between the United States and Pakistan. 
the In the case of India we observed at the time of a field examination 
not in November 1957 large quantities of powdered milk which had been 
han | in storage in Bombay and Calcutta for an undue length of time 
‘the | (between 3 months and 2 years). We brought this condition to the 
olve | ICA mission’s attention and were informed that proper followup 
asic , action would be taken. 

After return from our field trip, we received a copy of the mis- 
lion | sion’s report on “Review and Evaluation of Voluntary Agency Pro- 
‘ked gram in India,” furnished to the Washington office of ICA on Janu- 
rith- | ary 17, 1958. The mission’s report disclosed several unsatisfactory 
lion | conditions: 


‘ion, 1. Insufficient coordination in programing between the agencies 
s of and resulting overlapping. 
1 at | 2 Inadequate facilities and services of the Government of India in 


the receipt, storage, and handling of commodities. 
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3. Improper use of commodities, such as their sale to defray trans. 
portation costs and their unauthorized allocation to local Government 
officials. 

4, Failure of the program to serve as an effective instrument of 

romoting a better relationship between the people of the United 
bea and India. 

Several recommendations for improving the oe operations of 
the voluntary agencies were under review by ICA and other responsi- 
ble U.S. agencies. Latest information received from ICA indicates 
that the mission in India is continuing its audit activities in this area 
and that evidence of some improvements has been noted. ICA advises 
that it has brought program deficiencies to the attention of the re- 
sponsible voluntary agencies, but points to the inability of some of 
the agencies to secure the full cooperation of the Indian Government: 
which is essential for a successful food distribution program. The 
agency further advises that a definitive evaluation of the voluntary 
relief program must await the outcome of the field audit currently in 
progress. te nies 

Mr. Hoeven. You make no reference to the situation in Laos as 
disclosed pursuant to an investigation by the Hardy subcommittee of 
the Government Operations Committee. Do you have any informa- 
tion on that subject ? 

Mr. Rape. Yes; we made a field review in Laos back in March 
1958. We also examined the records of the ICA here in Washington, 
and then we made a followup review in Laos last December. 

Mr. Hoeven. Has the situation been cleared up? 

Mr. Raper. Well, we have noted improvements. It is a rather 
complicated and unsatisfactory situation in Laos, and in one short 
statement I cannot summarize what has been done. But certainly 
the agencies, ICA and the State Department, have taken various steps. 

Mr. Hoeven. I just noted that you make no reference to Laos in 
your report. 


| 
| 





ee 


Mr. Rass. This relates only to programs under Public Law 480 in | 
our statement, but I am not aware that Public Law 480 programs were | 


conducted in Laos. 


Mr. Horven. Then Publice Law 480 was not involved in this in- ' 


vestigation, is that right ? 

Mr. Rapev. Yes; as I remember the Laos program did not include 
Public Law 480 programs. 

Mr. McDowe tu. This gets back to the question, Mr. Heimburger 
asked earlier. 


PROBLEM OF EXCHANGE RATES APPLICABLE TO FOREIGN CURRENCIES 
ACQUIRED UNDER PUBLIC LAW 480 


Many foreign governments with which the United States has con- 
cluded sales agreements under title I have a multiple exchange rate 
system. For example, international financial data prepared by the 
International Monetary Fund for December 1958 lists six different 


exchange rates for Spain ranging from 31 to 52 pesetas per U.S. dol- | 


lar depending upon the nature of the exchange transaction. 
Most of the title I sales agreements provide that the dollar value 
of commodities sold will be converted into foreign currencies at the 
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rates for dollar exchanges generally applicable to import transac- 
tions on the dates the exporter is reimbursed with a dollar check for 
the commodities shipped. The import rate of exchange is generally 
different from the Treasury selling rate at the date of dollar disburse- 
ment. The Treasury selling rate is the rate of exchange generally 
used for accommodation exchanges and to pay U.S. obligations in 
foreign countries. 

Budget-Treasury Circular A-34, dated July 1957, provides the 
basic procedure for the valuation of foreign currencies for reporting 

urposes. Under this procedure, differences between collection rates 
and Treasury selling rates are not shown in Treasury and other fiscal 
reports until such time as the currencies are used. For some countries 
the differences are substantial. 

In Spain the collection rate ranged from 38.95 to 42 units of cur- 
rency per dollar whereas the Treasury selling rate for the same period 
ranged from 43 to 58 units of currency per dollar. Under three title 
I sales agreements with Spain, foreign currency collections were re- 
ported at the collection rate having a dollar value of $218,147,000 
whereas at the Treasury selling rates, at rates of dollar disbursement, 
the dollar value of the currencies was $179,797,000 or 16 percent less 
than the value at the collection rate. 

Mr. Poacr. We couldn’t have gotten any more out of them than 
what we sold them for, could we, these pesetas, we couldn’t have 
received any more than our selling rate ¢ 

Mr. McDowett. No. 

Mr. Poace. Consequently, we couldn’t get any more than $175,- 
797,000, could we ? 

Mr. McDowett. I may be misleading you when I say Treasury 
selling rates, the currency has not been actually sold, but that would 
have been its value at the date we acquired it. We didn’t instantane- 
ously sell it. 

Mr. Poace. That would be the only meaningful rate, that rate of 
$213 million is purely theoretical, isn’t it? We couldn’t have got that 
money for it ? 

Mr. McDowe tt. That isright. Ofcourse, the whole program is for 
currencies that. are not immediately convertible. 

Mr. Poace. I know, but we need a yardstick that tells us how much 
we are losing on this. We realize that we are going to lose something 
on it, we started out knowing that we were going to lose something 
on it. 

Mr. McDowet.. Yes. 

Mr. Poace. All I am talking about is, we would like to know what 
we are going to lose rather than get the rosy figures that make it look 
like we are not losing very much, because we are in fact taking a tre- 
mendous loss on this thing. 

Mr. McDowett. We can’t give you very good answers either, be- 
cause all moneys are not used for the same purpose, and some of the 
money, aproximately half of it, we loan back to the country from which 
it accrues, so there the valuation may not be quite such a significant 
factor. 

Mr. Poacr. Has your agency recommended to either Agriculture 
or. the State Department or anybody else that we abandon the main- 
tenance values in these contracts ? 





284 EXTENSION OF PUBLIC LAW 480 


Mr. Rasen. I don’t think that we would recommend it. But J 
noticed that the consultants in their report, which was previously 
mentioned, recommended also to abandon the maintenance of value, 

Mr. Poacs. They recommended on May 12 of this year, and every. 
thing is retroactive back to the first of last July; it has already been 
done. Now, I just wanted to get it clear whether you folks recom. 
mended any such procedure as that. 

Mr. Rasen. We certainly wouldn’t. 

The Cuairman. Let me ask a question. How can a man engage in 
a barter transaction with any degree of security when he realized the 
discrepancy in his rates of exchange? If I understand how these 
barter transactions are operated, the American businessman buys the 
strategic materials he is going to import, and he exchanges that for 
some agricultural commodity. If the rate of exchange is fluctuating 
like this, and there is a variation of 16 percent in the peseta, I don’t see 
how they can engage in a barter transaction. 

Mr. McDowe.t. Of course, the barter contractor does not neces- 
sarily have to sell the agricultural commodities in an area where 
currencies are not sound. 

The Cuarman. I know. But Spain is certainly considered a 
friendly country, and I suppose we have done some substantial busi- 
ness with Spain, as would be indicated by the figure here that you 
have just given us—$213 million. 

Mr. McDowe tut. That did not grow out of barter transactions, 

The Cuarrman. I know they don’t. But wasn’t there some barter? 

Mr. McDowet. These are not barter transactions that we are talk- 
ing about. 

The Cuamman. These are all title I transactions ? 

Mr. McDoweE tt. Yes. 

The CHatrman. Have you had any occasion to investigate some of 
the barter transactions? 

Mr. McDowe.x. We have looked at barter transactions, but we 
don’t get into the Treasury angle there, because the Government 
doesn’t become owner of foreign currency under barter transactions, 
But the exporter does have the risk that you are talking about of 
making sure that he sells agricultural commodities for currencies that 
he can utilize. 

The Cuareman. Although there is no currency involved, maybe, 
im the barter transactions the property of value, to wit, a commodity, 
is involved. Now, I wanted to ask if you had any occasion to investi- 
gate any of these barter transactions to determine whether or not 
there is anything illegal involved in them, or whether they have been 
consummated in a manner compatible with the law? 

Mr. McDowe tu. We have looked at some barter transactions, and 
in earlier years there were things that we thought were not sound, 
some of which have been cured now. At one time, for instance, they 
could draw the commodities from CCC and not repay in strategic 
material until several months later, so that you had the effect of an 
interest free loan, they could draw down several million dollars worth 
of agricultural commodities and not pay interest on it. That pro- 
cedure has now been changed. At one time the exnorter had » 79- 
hour period during which to fix his sales price, watching the agricul- 
tural market to obtain the price which would be the most advantageous 
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to him. That period has now been eliminated. So there have been 
some changes made in the barter program as a result of some of the 
work that we have done. 

The CHARMAN. But generally speaking you think that the barter 
transactions that you know about have been carried ‘on properly and 

lly? 
7 af McDowet1. Yes. There is one that relates to this French 
housing that we have under consideration about which we have a 
question, but we don’t have a conclusion on it as yet. 

The Cuatrman. That is the one that is just finishing? 

Mr. McDowet. Yes, that is the one that is finishing. 

The CuatrMan. Military housing in France? 

Mr. McDowe.t. Yes. Our Paris office is doing some work, but it 
has not been brought to a conclusion. 

The CuarrMan. I think it came up before our committee here, in 
connection with French housing, that contractors understood that the 
French Government would not require the payment. of sales tax on 
building materials, and finally they did impose the ‘sales tax, and it 
took about 16 percent of the profits away from the contractors. The 
amount of the tax, I understand was about 16 percent. Have you 
checked to see how that is going to be ended ? 

Mr. McDowe.u. We are still considering that, and one of the 
things I happened to see was a letter to you on that subject, so I 
know you are aware of it. And whether the explanation that you 
got satisfies us we haven’t yet decided. 

The CuarmMan. Whether the explanation I got from whom ? 

Mr. McDowe.t. The military. On that tax question. 

The CuarmMan. Well, we brought that out here before the com- 
mittee, and the local attorney here in Washington, for the contractor, 
I think, brought it to your attention. Is that the one you are work- 
ing on now ¢ 

r. McDowe tt. Yes. 

The Cuarrman, Well, have you any information in your office that 
you could give to the committee, starting at the very beginning of one 
of those transactions and following through to completion. 

Mr. McDowett. An explanation of the mechanics of a barter trans- 
action ? 

The CHarrman. Well, we have already asked the USDA to give us 
that. But is there any way you can determine the profits that are 
involved in these transactions ? 

Mr. McDowetx. No. The sales announcements ordinarily provide 
an access to the records relating to the agricultural commodities part 
of the barter transaction with CCC. But there is no provision in there 
for GAO to have access to the contractor’s records, and that is where 
you would have to go. 

The Cuatrman. We asked the USDA representatives just the other 
day if they could give us any idea about the profits that had been 
made in these transactions, and the indication was that they could 
not. And I don’t assume that you have any way of determining just 
what profits were made; do you? 

Mr. McDowrt. No; we do not have access to the contractor’s rec- 
ords, But I didn’t quite make it clear, that access to records clause, 
I think, could be interpreted to mean only to the records with respect 
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whether there is access to all the fiscal or financial records of the | 
company. 

The Cuarran. That is all. 

Go ahead with your statement, Mr. McDowell. 

Mr. McDowe tt. In Poland, where the greatest difference in rates 
exists, the collection rate was 24 units per dollar whereas the Treas. | 
ury selling rate was 55 units per dollar. Under two title I sales 
agreements with Poland, foreign currency collections were re 
at the collection rate as having a dollar value of $122,778,000 whereas 
at the Treasury selling rate at dates of dollar disbursement the dollar 
value of the currencies was $53,575,000 or 56 percent less than the value 
at the collection rate. | 

To determine the extent of the difference between values reported | 
at agreement rates and at Treasury selling rates, we reviewed the 
recorded collections for 11 countries from July 1, 1956, through De. | 
cember 31, 1958. The collections for transactions in these 11 coun. | 
tries accounted for the bulk of the difference in terms of dollars be. | 
tween the valuation of foreign currencies at the Treasury selling rate | 
and valuation at the collection rate. The dollar value as reported by 
the Treasury Department at the collection rate was $925,534,000 while 
the value at the Treasury selling rate at the date of dollar disburse. | 
ment was $679,404,000, a difference of $246,130,000 or 27 percent less 
than the reported value at the collection rate. 

We believe that the problem as to whether the differences in foreign 
currency valuation at collection rates and Treasury selling rates at 
the time of collection should be recognized in fiscal reports requires 
further consideration. 

Our review of this problem is continuing. 

That concludes our statement, Mr. Chairman. 

The Cuarrman. Thank you very much, Mr. McDowell. We are 
very glad to have you and your associates appear. And I think you! 
have given us a very fair and forthright statement. It clearly indi-| 
cates that we still have quite a problem to solve, that is, what will we 
we with the bales of foreign currency that we have been collecting 
throughout the world. As you say, as this committee reported, if you 
were giving the commodities away you wouldn’t have the problem 
of the foreign currencies now. 

Any further questions? 

Mr. Heimburger, the counsel, want to ask some questions. 

Mr. Hermeurcer. Mr. McDowell, in the part of your statement 
where you describe the lack of control which the CCC or the Depart 
ment exercises over cotton exports, you passed rather quickly over the} 
grain exports. 

Now, I understand that they do have somewhat better control over 
the grain exports than they have over the cotton exports, over quality 
and over price, and that sort of thing. 

Mr. McDowe tt. Yes; they get a certificate from the licensed inspec 
tor on quality, which is different, of course, than it is under the cotton! 
arrangement. 

Mr. Hermecreer. I have heard, however, that there are some aspect 
of the grain export program that probably can stand tidying up also! 
And I refer specifically to the report—which I have never seen Il 
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| writing—that there is a 4-cent leeway which the Department of Agri- 
8 to | -eylture allows in checking the reported export price of the grain 
f the | against the then current market price, if it is within 4 cents they don’t 
| take the trouble to investigate it. 
| Do you know whether or not that is correct? 
Mr. McDowe.t. That is an administrative procedure. They do not 
rates | pelieve that it is practicable to examine every transaction in detail, so 
freas- | ¢hat is a screening device, as I understand it, to see whether or not the 
sales | contract should be examined in detail as to reasonableness of price. 
orted | And if it is within that allowance, they do not then go into a further 
rereas | . Jetailed examination. 
dollar | Mr. Herweurcer. I assume these exporters know that and they 
value! -know that if they overprice their grain only 3% cents, they are 
normally inthe clear. Can you make that assumption ? 
rorted Mr. McDowett. I would assume that since you know it and we 
d the - know it that they know it. The rate is not the same on all grains, 
h De-| however. 
coun- Mr. Hemrpurcer. I assume not. I assume the 4-cent tolerance is 
Ts be-| wheat. 
g rate Mr. McDowe.t. That is wheat; yes. 
ted by Mr. Hermpurcer. Now, one other detail that has been reported to 
while’ me—and I don’t know that this is correct—suppose there is a purchase 
burse-| authorization under a title I agreement which authorizes the export of 
nt less} wheat, and this purchase authorization will cover a period of time, 
maybe 90 days, maybe 60 days, maybe 30 days, within which the wheat 
oreign} may be purchased and shipped out of the country. 
ites at My understanding is that the Department of Agriculture does check 
quires} the reported export priec of the wheat against the market price on the 
day the contract is reported to be made by the exporter. 
Mr. McDowe tt. Yes. 
Mr. Hermsurcer. But that it does not check the accuracy of the date 
Ve are | on which the contract is reported to have been made. 
uk you | In other words, say that the purchasers authorization calls for ex- 
y ind) port of grain during the month of July just passed, and I, a grain 
vill we exporter, make a sale during that month under this title I authoriza- 
lecting' tion. Suppose that there has been a 6-cent variation in the price of the 
if you grain, and I am going to export it, and having reached an agreement 
roblen —_ with the importer in the other country, I note that this is a good deal, 
and I simply wait until the time for me to report to the Department 
of Aurloidere, and then I put on my sales contract the date in July on 
which grain was at its highest point. To your knowledge, does the 
temen! Department of Agriculture have any machinery for checking the 
epart' accuracy of the reported date of such a contract ? 
ver the| Mr. McDowe tt. Not as a regular procedure. They have inter- 
mittent or periodic examinations by their Compliance and Investiga- 
tions Division, where they go into the exporters’ places of business and 
juality) make examinations, and they could and would be able to observe sup- 
porting documentation. That is not a systematic type of examina- 
mspee —_— tion, but there are periodic examinations of that type made, and infor- 
cottot; mation on reported contract dates can be obtained during such 
examination. 
aspect Mr. Hermpurcer. As far as you know, there is no routine or sys- 
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that comes in that gives CCC the date of the contract, and I do not 
know of any systematic procedure for checking the information fyr. 
nished. 

Mr. Hermpurcer. One other aspect here. It develops that there jg 
a little lack of knowledge on the part of us here as to how this pay. 
ment in kind operates, and the effect it has on our export sales price, 
Is there a payment in kind made to the exporter when he purchases 
the commodity from the CCC and then exports it ? 

Mr. McDowe.w. No; he earns it in connection with the exportation, 

Mr. Hermsurcer. Now, suppose that I, an exporter, have a gale 
abroad for American cotton, and I buy it on the open market and ex. 
port it, then upon proof of exportation I am eligible for a subsidy 
in the form of a payment in kind; is that correct ? 

Mr. McDoweE . Yes. 

Mr. Hermeurcer. I am not trying to trick you, I am just looking | 


Mr. McDowerxx. As I understand it, there is a contract abstract | 








for information. 

Mr. McDowe tt. I wish you would have taken wheat, but go ahead, | 

Mr. Hermevrcer. All right, we will take—no; let’s stick to cotton, | 

Mr. McDowet.. We will try it. 

Mr. Hermpureer. If I buy it on the open market and export it, to 
make up the difference between what I pay for it and what I sell it 
for abroad, I get what amounts to a payment in kind; isn’t that the 
way it works? 

Mr. McDowe tt. Yes. 

Mr. Hermpurcer. Now, if I buy this cotton from CCC and export 
the'same cotton, am I then eligible for payment in kind ? 

Mr. McDowet.. Mr. Eschwege will answer that. 

Mr. Escuwecr. Under the old program of CCC announcement, 
NOC-11, the exporter would buy the cotton at a reduced price. There 
he would not be entitled to a payment in kind subsidy upon export of 
that particular cotton. 

Mr. Hermevurcer. That is the procedure at the present time? 

Mr. Escuwece. Yes. That is the old program which is still in 
effect until August 1. 

Mr. Hermpurcer. So that at the present time, now—suppose a per- 
son with a barter contract calling for the delivery by CCC of an equiv- 
alent value in cotton—cotton equivalent in value to the materials 
turned over—buys the cotton under the old program, as you call it, 
the one that is now in effect, from the CCC. As he is required to do, 
he buys it at the export price, which has been established by CCC at 
a level, as you pointed out, above the competitive world market level. 
Then he is required to dispose of this cotton at the world market 


level for what he can get for it, of course. So that if the world mar- | 


ket level is lower than the value at which CCC has sold the cotton to 


him, he automatically has to take a loss on that cotton; wouldn’t that | 


follow? And he is not compensated by any payment in kind to make 
up any difference ? 


Mr. McDowe tt. Yes, that would be true. Because the margin be- | 


tween CCC exports and the world market was not wide. 
Mr. Hermevurcer. But whatever it was, there is no compensation to 
him in the form of a subsidy or payment in kind to make up this 


difference between the CCC export selling price and whatever the | 


world market price is. 
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Mr. McDowe tt. That is our understanding. 
Mr. Poace. I was just a little hazy on this payment in kind pro- 
m. As of the 1st of next month, he will buy that cotton at the 
omestic price level— — 

Mr. Escuwecr. That is correct. 

Mr. Poace. And he will be paid an amount of cotton whether he 
buys it from private sources or whether he buys it from Commodity 
Credit—he will still be given an amount of cotton which will represent 
the prconinge difference between the domestic price and the world 

rice 

Mr. Escuwece. Yes. 

Mr. McDowe tt. The wheat program has been that way. 

Mr. Poace. I know, the wheat program has been that way, and the 
cotton program will be that way within a couple of weeks. 

Mr. Escuwece. That is right. 

Mr. Hermpurcer. Just one more question. 

You have discussed the reduction in the case of the agreement with 
India of the usual marketing requirement. Isn’t it true that at the 
time this new agreement was entered into, reducing the usual market- 
ings for cotton in the case of India, that there was pending a rather 
substantial proposal to barter American cotton with India for some 
Indian material which would, of course, have gone in to help build up 
their usual marketing had that been true ? 

Mr. McDowett. We probably have lack of coordination between the 
Agriculture audit staff and the ICA audit staff on that one. 

Mr. Hermpurcer. Thank you. That is all the questions I have. 

Mr. Poace. The committee will stand in recess until 2 o’clock this 
afternoon. 

We are very much obliged to you, Mr. McDowell. 

(Whereupon, at 12:12 p.m., the subcommittee recessed to reconvene 
at 2 p.m., the same day.) 

AFTERNOON SESSION 


The Cuarrman, The committee will please be in order. 

Mr. Stambaugh, you may proceed. 

Mr. StampauGu. With your permission, I would like, first, to intro- 
duce my colleagues on the Board of Directors of the Export-Import 
Bank, Mr. George A. Blowers, who has had about 25 years’ experience 
in international finance, having founded and headed up the central 
banks of various countries around the world—including Ethiopia, 
Saudi Arabia, and Liberia—probably one of the best known experts in 
foreign currencies in the city of Washington; and Mr. Eugene E. 
Oakes, on my left, who is one of our economists. 

These two gentlemen are entitled to all of the credit for the manner 
in which what we fondly call in the Bank, the “Cooley program” 
has been carried out in our institution. 

The Cuamman. May I say that I want to thank you and your asso- 
ciates for the splendid manner in which you have cooperated with the 
committee and, especially, for the frequent reports that I receive re- 
garding the administration of the progrsr that you have referred to. 

have not had any criticism up to this date of any part or parcel of this 


operation as it has been carried on, and I know that the members of the 
committee will be glad to hear you, Mr. Stambaugh—and those who 
are now present—when you read your statement into the record. 
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We appreciate your being here and we are very glad to welcome 
you and your associates. 


STATEMENT OF LYNN U. STAMBAUGH, FIRST VICE PRESIDENT, 


EXPORT-IMPORT BANK OF WASHINGTON; ACCOMPANIED By 
GEORGE A. BLOWERS, DIRECTOR, AND EUGENE E. OAKES, 
ECONOMIST 


Mr. Srampauen. Mr. Chairman, if you are interested in saving 
time, we can place my statement in the record. It contains what 
you might call an up-to-date report on the complete administration 
of the Cooley amendment program to this date. 


The CHatrman. If you do not mind, I would like to have you 


read the statement. It is only a very few pages. 

Mr. Srampaueu. Mr. Chairman and gentlemen of the committee; 
we greatly appreciate this opportunity to report on the foreign cur- 
rency loans to private enterprise which the Export-Import Bank is 
authorized to make under section 104(e) of Public Law 480. While 


the Cooley amendment was enacted in August 1957, the first funds’ 


were actually made available to the Bank in June 1958. 
THE CREDITS WHICH HAVE BEEN MADE 


Since that time the Bank has authorized 72 credits in 13 countries, 
for a foreign currency equivalent to $34.1 million. An additional 10 
credits in 5 countries, equivalent to $3.6 million, have been recom- 
mended for the approval of the host governments. Thus the Bank 
has acted favorably on 82 credits, equivalent to $37.7 million. 

Under the law, these credits can be made to U.S. firms or their affil- 
iates for business development and trade expansion in the host coun- 
tries or to host country firms having no U.S. affiliation for facilities 
which will improve the markets for U.S. agricultural commodities. 
Of the 72 credits authorized to date, 67 have been made to U.S. firms 
or their affiliates. Four were to Israeli firms and will finance storage 
facilities that will assist in marketing U.S. grains; 1 credit was made 
to a malt factory in Peru whose activities will expand the market for 
U.S. barley in that counrty. 

I suggest that it would not disturb me if you interrupt me at any 
time to ask questions. 

A number of the credits to U.S. firms and their affiliates will also 
have the effect of improving the oversea market for American agri- 
cultural commodities. For instance, a credit to a Peruvian subsidiary 
of the General Milk Co. of California will expand the market for 
U.S. butterfat and nonfat powdered milk. Credits to a Colombian 
subsidiary of the Ralston-Purina Co. of Missouri and a Mexican sub- 
sidiary of the Archer-Daniels-Midland Co. of Minneapolis will fi- 
nance feed mills that will use grain imported from the United States. 

The 67 credits to U.S. firms and their affiliates cover a wide ran 
of manufacturing industries and benefit American firms located in 
21 different States. In addition to the credits already mentioned, the 
list of loan recipients includes affiliates of Burlington Industries of 
Greensboro, N.C.; Spartan Mills of Spartanburg, 8. C.; the Inter- 
national Harvester Co. of Illinois; John Deere & Co., of the same 
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State; the ie Metal & Boiler Works, of Houston, Tex.; the Day- 
ton Rubber Co. and the General Tire & Rubber Co., of Ohio; and:a 
Tulsa, Okla. firm of engineering contractors. Other credits will as- 
sist manufacturers of chemicals and pharmaceutical products in Pak- 
jstan, electrical supplies and equipment in Italy, pulp and paper prod- 
ucts in Mexico, aluminum products in Colombia, automotive compo- 
nents and parts and industrial pumps and compressors in France 
footwear in Peru, plastics in Israel, sewing machines in Turkey, an 
elevators in India. In addition, credits have been authorized to a 
Peruvian subsidiary of Sears, Roebuck, a hotel in Colombia, distribu- 
tors of petrolum products in Israel, Greece, and Finland, and a super- 
market in Milan, Italy. 

The bulk of these credits are of comparatively modest sizé. Most 
of them are for the equivalent of between $100,000 and $500,000. 
Twenty-nine of the sixty-seven credits are for less than $250,000, and’ 
only nine are equivalent to $1 million or more. 

The Bank believes that these credits are an effective stimulant to 
U.S. private investment abroad, since they usually bring with them 
a dollar investment: by the recipient of the foreign currency loan. The 
effectiveness of the stimulus is increased when the Bank is able to 
make combinations of dollar and local currency loans to the same 
borrower. Recently the Bank was able to announce a credit of 
$840,000 and one of 12 million soles to a Peruvian affiliate of a U.S. 
company. These two credits, which are equivalent to about $1.3 
million, will help finance the construction of a plant for the produc- 
tion of caustic soda and chlorine. A number of other proposals for 
similar combinations of dollar and local currency loans are now under 
study. 


PROVISION FOR 104(@) LOAN FUNDS IN GOMMODITY SALES AGREEMENTS 


The process of making these loans begins with an allocation of the 
necessary funds under the commodity sales agreement. The statute 
permits rather than requires 25 percent of the proceeds of the sales 
agreement to be set aside for 104(e) loan purposes, but the confer- 
ence committee report on the Cooley amendment directed that 25 per- 
cent should be allocated unless there are compelling reasons to the con- 
trary. Under these circumstances the Bank has pressed vigorously 
for the full 25 percent of the sales proceeds. Whenever a smaller 
percentage was in fact used or no provision was made for 104(e) 
loans, an appropriate agency of the Federal Government certified that 
a compelling reason existed for the departure from the 25-percent 
rule. Such certifications are based on overriding considerations of 
foreign policy, U.S. budgetary needs, or an apparent refusal on the 
part of the foreign government to accept the sales agreement unless 
the provision for 104(e) is eliminated or reduced. 

The attached table lists the countries with which sales agreements 
have been announced since August 1957 and indicates the percentage 
of the sales proceeds available for 104(e) loans. Agreements have 
been announced with 27 countries. The full 25 percent was provided 
under the agreements with 15 countries. Some provision for 104(e) 
loans was made in all but five countries—Burma, Poland, Yugoslavia, 
the United Kingdom, and Spain. 

The table indicates that there could be made available to the Bank 
under the agreements announced to date foreign currencies equivalent 
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to approximately $224 million. This is a ceiling figure. If the for. 
eign country does not purchase all that it can under the sales a 

ment, the amount coming to the Export-Import Bank is reduced, 
Moreover, the foreign currencies are not actually available for loang 
until after the commodities have been delivered and paid for in the 
host country and a share of the proceeds has been placed to the ae. 
count of the Bank. As a matter of policy, the Bank decided at an 
early date that it could not authorize loans under this program until 
the funds needed to cover them were actually in the Bank’s account, 

While it is very difficult to estimate just how much of the $224 mil. 
lion would in fact be transferred to the Bank if apportionments were 
requested at this time, our best guess is that, at the outside, the amount 
would not exceed the equivalent of $110 million. The credits upon 
which the Bank has acted favorably to date would absorb one-third 
of this amount. 

Eighty percent of the uncommitted funds consists of Indian and 
Pakistani rupees, for which the demand has been slow in developing, 
The Bank has made an aggressive effort to publicize the availability 
of these currencies. Recently we received several large applications 
which would absorb a substantial portion of the Indian currency, 
and the Bank now has a representative in New Delhi who will devote 
a substantial portion of his time to the foreign currency loan program 
in that area. 

At the request of the Bank, the sales agreements authorize the use 
of some of the proceeds for the Bank’s administrative expenses in- 
cident to the loans in the host country. This has turned out to be 
an important provision, because in a number of cases the host country 
has made it clear that it regards the Export-Import Bank as taxable 
with respect to its operations under this program. Were it not for the 
specific provision for administrative expenses in the sales agreements, 
the Bank might have had to ask for permission to use dollars in order 
to defray the costs. The Bank, of course, will make every effort to 
achieve a tax-free status as an agency of the U.S. Government. 


THE MECHANICS OF MAKING A LOAN 


The procedures under which the foreign currency loans are made 
differ in a number of important respects from those used under the 
Bank’s regular dollar-lending operations and are, generally speaking, 
a good deal more complicated. An unusually large number of clear- 
ances with other agencies is involved. 


A. RELATIONS WITH THE HOST GOVERN MENT 


Under the law all loans must be approved by the government of the 
host country. At the request of the Bank, the commodity sales agree- 
ment has included or has appended to it an understanding which (1) 
identifies the agency that will represent the host government in approv- 
ing loans, (2) commits the Export-Import Bank to transmit to that 
agency the information necessary for such approval, and (3) commits 
the representative of the host government to express its approval or 
disapproval of a proposed loan within 60 days after receipt of notice 
that the Export-Import Bank is ready to make the loan. If the host 


nn 











USE 
In- 


ry 
ble 
the 
ts, 
ler 


de 
the 


ng, 
ar- 


‘he 
pe- 


)V- 
iat 
its 
ice 
ost 





| 
| 
| 
| 
| 
| 


| 
| 


EXTENSION OF PUBLIC LAW 480 293 


government fails to respond within 60 days, the loan may be deemed 
to have been approved. 

This is, of course, a bare outline of the procedure. The Bank at- 
tempts, through discussions with the Washington representatives of 
the host governments, through the good offices of the American em- 
passies, and frequently by sending missions to the host country, to 
inform the latter of the policies that are being followed by the Bank 
and the kinds of applications which. are being received. The Bank 
solicits the views of the host government as to the kind of loans which 
are to be made, the interest rate which is to be used, and the repay- 
ment periods that will be considered appropriate. As a result, the 
host government is not taken by surprise when the request for the ap- 
proval of a loan arrives and the Export-Import Bank is able to avoid 

roposing loans which it knows the host country does not favor. To 
vate, we have had only three rejections to our formal requests for 
approval by the host government. 


B. RELATIONS WITH EMBASSY 


The Bank recognized at the outset that in this program it would have 
to make available in the host country the information needed by a 
potential applicant, that it would have to rely on the advice and 
assistance of the American Embassy to a somewhat greater extent 
than is true in its dollar-loan operations and, finally, that it was 
necessary to set up a mechanism whereby the loan funds could be dis- 
tributed and received in the host country. 

Under existing procedures, applications may be presented either 
directly at the Export-Import Bank or to the American Embassy 
for transmission to the Bank. Immediately after the announcement 
of a sales agreement the Bank sends to the Embassy an outline of 
the operating procedures and a suggested press statement which lists 
the point that should be covered in a letter of application. The 
policies with respect to eligibility for loans are described and the 
advice of the Embassy as to interest rates and the selection of an 
agent bank is requested. As applications are received by the Bank 
in Washington, summaries are sent to the Embassy. The latter’s 
views are sought on all applications received. 


C. AGENT BANKS 


In most countries the Bank has designated an agent to represent 
it in the disbursement and receipt of funds and to handle the book- 
keeping details associated with the administration of the loan in the 
host country. For the most party, branches of U.S. commercial banks, 
which act as depositories for the Treasury Department, have been 
selected for this purpose. Sometimes a development bank of the host 
country has been used instead. These agent banks are compensated 
by a fee which is borne by the loan recipient. 


D. RELATIONS WITH OTHER U.S. AGENCIES 


The Bank is required to clear all of the credits made under this 
program with the National Advisory Council. In addition, it has 
set up a more or less formal procedure under which it obtains the 
advice of the Department of Agriculture and Commerce with respect 
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to the application of specific provisions of the law. to proposed loans, 

For instance, the law restricts loans to firms having no U.S. affilia. 
tions to cases where the loan will finance facilities that will improve 
the market for U.S. agricultural commodities. The law also pro. 
hibits the making of loans which will result in competition with 
U.S. agricultural commodities. When an application involves these 
issues, the advice of the Department of Agriculture is requested, 

The law also prohibits loans for the manufacture of goods which 
will be exported to the United States in competition with production 
in the United States. Applications which appear to involve this pro- 
vision are checked out with the Department of Commerec. 

Finally, the law prohibits loans for facilities which will compete 
with the products of U.S. agricultural commodities. This is the most 
difficult of the three prohibitions to interpret and frequently involves 
checking with both the Departments of Agriculture and Commerce, 

Numerous problems were encountered in devising these arran 
ments, but we benefited from excellent working relations with the 
host countries and received a great deal of help from the American 
embassies and much valuable advice from other agencies in Wash- 
ington. We feel a real sense of accomplishment in the credits which | 
have been authorized and the administrative arrangements which | 
made them possible. 

THE TERMS OF THE CREDITS 


The credits are made in and are repayable in the foreign currency, | 
No maintenance-in-value clause is used 1n the loan agreement and for 
this reason the interest rate is drawn from the pattern existing in the 
host country rather than in the United States. Another compellin 
reason is to avoid unfair competition with the host country’s financial | 
institutions. Since the loans are made primarily to U 3 firms and ( 
their affiliates, easier terms would give the U.S. affiliates a competi- | 
tive advantage which might be the basis for complaint in the host 
country. 

The Bank selects an interest rate for each country in which the pro- 
gram operates similar to the rate that a comparable institution, say a 
development bank, in the host country would charge for medium- and 
long-term credits to private business. Under the credits announced 
and proposed, the interest rate ranges from 6 to 12 percent. 

In certain countries where the demand for the funds has been very 
large, such as Mexico, Colombia, France, and Israel, it was necessary 
to ration the funds, and the credits have been restricted to the financ- 
ing of fixed assets. However, credits involving working capital have 
been authorized in India, Pakistan, Turkey, Italy, the Philippines, | 
and Peru. 

The repayment period has ranged from 6 to 10 years. | 

Many of the loans have been made on the general credit of the 
borrower. Where additional security is necessary, the guarantee of 
the U.S. parent firm or a financial institution in the host country is 
required. 

In all cases the Bank has assured itself, as it does in its dollar loans, 
that a reasonable prospect of repayment exists. 
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CONCLUSION 


. The Bank believes that it is particularly well suited to the admin- 
istration of the 104(e) program and that it has made a good record 
to date. It has received 330 applications, two-thirds of which have 
been acted upon, and has authorized or recommended 82 loans. This 
represents a considerable increase in the Bank’s workload, which has 
been. handled by the Bank’s regular staff. In order to make these 
loans in an expeditious manner, the Bank has set up numerous admin- 
istrative arrangements with foreign governments, agent banks, U.S. 
embassies, and other U.S. Government agencies. By and large, these 
arrangements are working well. 

-- We believe that the program can continue to be of real assistance to 
U.S. industry, including agriculture, and that the loans will help to 
develop U.S. private investment in the various host countries. 

. (The tabulation referred to follows :) 


Public Law 480 commodity sales agreement programs, Aug. 13, 1957-July 15, 1959 


[Money amounts in millions] 





Market Maximum Export-Import Bank 


value of share for sec. 104(e) loan funds Credits 

eummoGty to i eee 

Country and unit of currency sales agree- “a 
ments in Percent Dollar Foreign foreign 


































dollars of sales equiva- currency | currency 
proceeds lent ! 
Countries where 104(e) loan funds were 
provided: 
Applications being accepted: 
Argentina (peso). --..-.-.---.----- 33.0 25 8,3 CRB. oe 
Ceylon (rupes) - ........49--~---..-..} 21.0 25 5.3 SAO tek t tbne 
China (Taiwan) (N.T.D.)__------- 25.5 | 24 6.0 wmaeu 
Eouador. (suete). . ...--..-...-..-.. 1.8 25 -5 Se Rekeoctinubons 
og ee 13.1 16 2.1 660.3 340.0 
PE CE cc iveindiarapasenene 55.9 25 13.9 6, 370. 1 2, 845.0 
Greece (drachma) - . .-...-...-.---- 19.8 15 2.9 87.3 15.0 
Iceland (kr6éna).........-..-------- 5.3 15 8 hg Oe ee 
BIG COR ks. < Sg occnctewanbackinae 295.8 25 73.9 352. 5 1 
Indonesia (rupiah) - . .......--.----| 40.3 25 10.0 SEU Pacecninnmiincios 
i CL, 6 <odinietinwiinduneswe 83.0 2 2.0 GORD Bicnccandadds 
Pakistan (rupee) - .....--..-....... 151.3 19 29.3 139. 6 
Philippines (peso) ......--.--.-.--- 4.1 25 1.0 2.0 5 
yi, of | Sera wee 86.7 15 13.0 90.5 19.3 
United Arab Republic (Egyptian 
DED chanuows asked 48.3 25 12.1 £0. 13-2..ti18... 
Uruguay (peso) .....--- hea 12,4 25 3.1 ae 
Vietnam (piaster) _ ........--.--.-- 6.0 25 1.5 CRG tut taeteten 
LE ieriatiae nteedieantaptearentctenns 2 903. 1 TE | OU Perth e ch.a benedeni 
_ Receipt of applications terminated: 
Colombia (peso) ........-..-----..- 13.7 25 24.2 23.3 
ee 79.3 25 35.7 16.5 
ntl cineccncasibepciveeinan | 25.0 25 3, 902. 3 1, 825.0 
BeesiCs (DEN0) ) j 4... ..-....-. 28.2 25 88.7 88.0 
NE 6 adits 7.8 25 48.0 41.0 
TUNE A dae dccanedeccidsctbananeel 154. SBA: f. ROR heenntardapehcoremins 
Countries where no provision was made 
for 104(e) loans: 
I ii ckiciniisesiscnntieennmginanieline 
Poland ___. 
Spain... _. Sas iaataiees 
United Kingdom 
Py 5 ins ccisictiin teatime 
WOkakiiccckdnadonnstin tee 
Gomme Betis 3 oii asin diode cscs 








1 Amounts specified in the sales agreements; not necessarily the equivalents at present rates of exchange 
of the foreign currency amounts shown. 
w? Column does not add due to rounding. 
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The Cuamman. We thank you very much, Mr. Stambaugh. Are 
there any questions ? 

Mr. Marruews. Mr. Chairman, I would like to ask Mr. Stambaugh 
a question. And I should like to say at the outset, how much I have 
enjoyed his presentation. And I should like to brag on Mr. Blowers 
because he is a fellow Floridian. I am delighted to have him here, 

What happens to the money when the loans are repaid? The thi 
that I had in mind is this: Is this a revolving fund, so that you can 
make new loans out of the money being repaid ? 

Mr. Stampauenu. As we interpret the Cooley amendment, it is not 
a revolving operation. We pay all collections back into the Treas- 
ury. We do not see those foreign currencies again. 

t me say this, first, that in some countries we could expand this 
operation to a considerable extent if we had more foreign currencies 
available to us to loan, such countries as Mexico, Israel, Colombia— 
there are quite a number of countries. Of course, if it were on a 
revolving fund basis we would have more currencies to loan, but I 
think that is a problem for the Department of Agriculture, because 
it would have an effect on the negotiation of the sales contracts by 
the Department of Agriculture. 

Mr. Marruews. But in your opinion you, certainly, could make 
more loans if the payments could be put into a revolving fund and 
it would, probably, be, you think, a benefit, if that could be done. 
Would you like to express an opinion on that ¢ 

Mr, STaMBavuGH, think so; yes, I do. 

Mr. Poace. What happens to this money when it gets back to the 
Treasury ¢ 

Mr. Stampavuau. It goes into our accumulation of funds. 

Mr. Poace. Into what ? 

Mr. Srampavueu. Into the U.S. Government accumulation of for- 
- currencies. 

Mr. Poace. Then what do we do with it ? 

Mr. Stampaueu. You are getting way out beyond my department 
now. 

Mr. Poace. Can we use it for any purpose ? 

Mr. StampaucH. May I refer that question to Mr. Oakes? 

Mr. Poace. Yes. 

Mr. Oaxes. It goes into the general account of the Treasury. It 
is available, I think, for whatever uses the U.S. Government can put 
it to. 

Mr. Poaae. If that is true, it could be converted into dollars, 
maybe. 

Mr. Oaxes. That is not a question that I feel competent to answer. 

Mr. Poacr. That is what I am trying to get information on. Can 
that money be converted into dollars? 

The Cuarrman. You have no authority to do that? 

Mr. Srampavuen. That is our interpretation of it. 

The Cyatrman. Should we not hive a provision in Public Law 
480 that will take care of that situation ? 

Mr. Stampavuen. And put it on a revolving fund basis ? 

The Cuarrman. Have it go intoa revolving fund. 

Mr. Srampaveu. I think that the Department of Agriculture should 


be consulted about that, because it might have some effect on their™ 
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| ability to negotiate these sales contracts. In other words, a country 
| might object to its being placed on a revolving basis. 


he CHarrMAN. I do not see why a country would object, because, 
actually, it is aiding and building up the economy of the host country. 

Mr. StamsBavucu. From our point of view that would be beneficial 
toour operation. : 

The Fe hageatr. I wish you would consider it and, perhaps, pro- 

an amendment. 

Mr. Stampaueu. Mr. Chairman, before the Foreign Relations 
Committee of the Senate the other day we were asked to prepare 
a memorandum on that point. We will be very happy to provide 
this committee with the same memorandum. 

The CuarrMAN. Thank you very much. 

(The memorandum appears on p. 317.) 

The CHAIRMAN. Mr. Vehaheeine has a question to ask you. 

Mr. Hermeurcer. I just told Mr. Peage that I think that I can 
answer the question he asked the gentleman of what happens to the 
fund after it gets back into the Treasury. My understanding is that 
the money we obtain in foreign currency becomes a part of the funds 
available to the Bureau of the Budget under the agreement which has 
been entered into and that it can then be used for any purposes 
stipulated in the agreement. ‘There is usually a clause providing that 
it can be used for any of the purposes specified in section 104 of the 


, act. 
The Cuarrman. By the Export-Import Bank for the purposes for 


which it was organized ¢ 

Mr. Hermpurcer. I do not know the answer to that. 

The CuammaNn. That is what we are talking about. 

Mr. StampaucH. I am afraid not, because the only law under which 
funds are apportioned to the Export-Import Bank are for the purpose 


of making what we formally call Cooley loans, that is, under the 


Cooley amendment. And the collections on those loans, if they get 


back into the Treasury, would have to have some additional legal 


authority to transfer them back to the Bank. 

The CuarrMaNn. In this memorandum you might suggest an amend- 
ment to the law, for the fund to be reused for the purposes for which 
it was originally set aside. 

Mr. Stampaucn. We will be very happy to do that, subject, of 
course, to the control that we are under of the Bureau of the Budget. 
. se have to be approved by the Bureau of the Budget if we suggest 
egislation. 

he Cuarrman. Where did this idea of transferring the adminis- 


tration of this program from the Export-Import Bank to some other 


agency of the Government originate ? 
Mr. SramBavcu. Are you referring to the food for peace program ? 
The Cuarrman. I am referring to the suggestion that your agency 


be deprived of the right to administer the program and to turn it 


over to the Development Loan Fund. 
Mr. StampaueH. You say when did it originate? 
The CHarrman. How did it originate? 
442735920 
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Mr. StamBaueH. We appeared before the Senate Foreign Relations 
Committee just about a week ago in a hearing on Senator Humphrey’s | 
bill, a counterpart of which has been introduced here in the House 
by several Members of the House which is known as the food for 
peace bill. That contains a provision that the administration of the 
Cooley amendment funds be transferred from the Export-Import 
Bank to the Development Loan Fund. And at the conclusion of that 
hearing Senator Humphrey stated to us that he was convinced that 
the responsibility should remain in the Export-Import Bank. 

The Carman. I am glad to hear that, because I was under the 
impression that Senator Humphrey had a provision in his bill other- 
wise. 

Mr. StamBaueH. It was in his bill. 

The Cuarrman. He thinks now that it would be wise not to do that? 

Mr. StampBaueH. So he stated the other day. 

The CuamMan. That is.all right. 

Mr. Stampaven. I would hope that would mean that it would be 
reported out of the committee in the Senate without that provision 
in it. 

The Cuarrman. As to Pakistan and India, the rupees there, what 
have you done about those ? 

Mr. Srampaucn. We have done everything that we could. I think 
that we are making progress, Mr. Chairman. As a matter of fact, 
one of our purposes in sending a representative to New Delhi, to estab- . 
lish him there for a protracted period, was to try to stimulate interest, | 
in Cooley loans in India. And in Pakistan we are doing everything 
we can there. 

Maybe Mr. Blowers would care to enlarge upon that. 

Mr. Buowers..|Mr. Chairman, I and.another director have called on 
nearly all of the bankers in New York and Boston and Chicago to tell 
them that we have these funds available, and the conditions under 
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which we are willing to lend them and have asked them to bring this 
to the attention of any of their clients.who have businesses in these 
countries. We are getting some response from that. The applica- 
tions are coming in now. As a matter of fact, we have one applica- 
tion from India which would take about 10 percent of our present 
available rupees, that is, this one application would. 

The Camas What does that application contemplate in the way 
of rupees 

Mi. Browsms. It is for the building of a fully integrated aluminum 
plant in India. 

The Cuatrman. Is this money available for housing, or could it be 
made available for housing in those countries ? 

Mr. Biowers. We have made a loan in Peru to help housing, that 
is, we have proposed it to Peru. We have not got their agreement 
yet. It is available for housing. Asa matter of fact, there is a large 
company in the Middle West that has sent a representative to Paki- 
stan and to India to look into the possibility of using some of these 
funds in India for housing. 

The Cuarmrman. You have consummated about 82 loans? 

Mr. Biowers. Yes, sir. 

The Cuarrman. Could you give us, for the record, information in- 
dicating what is to be accomplished by the loans, whether it is for the 
building of housing or for other internal improvements ? 

Mr. Biowers. They run the whole gamut of industrial enterprise. 
We have a list of all of the loans that we have made under this pro- 
gram to date and the purposes for which they were made, Mr. Chair- 
man. 

The Cuarrman. I would like to have that in the record. 

Mr. Biowers. We will supply this for the record. 

The Cuarrman. Give it to the reporter and we will include it in the 
record at this point. 

(The tabulation follows :) 
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The Cuatrman. You do have applications now pending which you 
have not been able to approve because of the shortage of funds? 

Mr. Biowers. Yes, sir. 

The Cuatrman. When the funds are available then you will be 
in a position to make the loans if approved ¢ 

Mr. Buiowers. Yes, sir. This is particularly so in the case of the 
Western Hemisphere. Here we have more applications than we have 
funds. 

It is, also, true in France and Italy. And is it true in Israel? 

Mr. Oakes. Yes. 

Mr. Biowers. And in Israel. 

Mr. StampaucH. Would you like a table of those places in the 
record ¢ 

The CuarrMan. I think that it would be well to have it included 
in the record. 

Mr. Biowers. We will give you a table. 

Mr. StamBavucGH. We will make one up on that. 

The Cuatrman. Make one for us and place it in the record. 

Mr. StampaveGuH. Yes. 

(The information follows :) 


Countries in which eligible applications for sec. 104(e) loan funds have eaceeded 
maximum funds expected, July 17, 1959 


{Millions of U.S. dollars] 

















Active appli 
| Maximum Credits cations and 
Country funds authorized Balance applications 

expected and refused 

| Ploposed for lack 

of funds 
Argentina._ | $8.3 (: $8.3 $30.0 
Colombia 3.4 $3.2 a 6.3 
France. . , 13.9 | 26.8 7.1 20.6 
Israel _ - - - -- 19.8 | 10. 6 | 9.2 17.1 
Italy 6.3 | 3.0 | 3.3 6.8 
Mexico... 7.1 | 7.0 | a 11.5 
Peru 2.0 2 3 7.6 
Philippines - - 1.0 | 2 .8 3.8 
Uruguay~ 3.1 | (a 3.1 | 40 
Total. _. 64.9 52.5 32.4 | 7.7 

| 





' Funds not yet available. 
2 $5.8 million at the current exchange rate. 


The Cuatrman. That will show that the need exists where you do 
not have funds available ? 

Mr. Strampavuen. That is right 

The Cuarrman. Are there any questions? 

Mr. Hoeven. The Bank is required to clear all of these credits with 
the National Advisory Council? 

Mr. Stampaucnu. Yes. We are required to clear all of our opera- 
tions with the National Advisory Council. 


\ t - ( 
Mr. Hoeven. So far as getting the advice and the consent of the 


Department of Agriculture and the Department of Commerce are 
concerned, that is not mandatory, is it? 

Mr. StampaveH. I do not believe so. It is advisory, you might say, 
yes, but we would hesitate, because of the provisions of the statute 
with regard to competition with the sales of U.S. agricultural com- 
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modities, and the products of U.S. agricultural commodities—we 
would hesitate to do anything that the Department of ‘Agriculture 
would not approve. 

Mr. Horven. This is perfectly proper. I simply wanted to know 
whether it was permissive or mandatory on your part. 

Mr. StampBauGu. I think that the record establishes that the Depart- 
ment of Agriculture is recognized as having a veto on that type of 

hing. 
Mr. Horven. You do confer with both the Department of Agricul- . 
ture and the Commerce Department ? 

Mr. Srampavuecu. In every instance. 

Mr. McIntire. I certainly appreciate your very fine statement. Ido 
not recall having noted this in your statement, so I would like to 
ask what are the provisions as to the term of years of repayment on 
these loans, generally. I presume that it varies. 

Mr. StampBavucH. They run from 6 to 10 years. I think that that is 
in the statement. 

Mr. Biowers, It is in the statement. 

Mr. McIntire. All right. If it runs for 10 years, what is the 
criteria by which this period of repayment is evaluated? I appre- 
ciate that it has to be by mutual agreement. 

Mr. StampaueH. May I refer that to Mr. Oakes? 

Mr. McIntire. Yes. 

Mr. Oaxes. Roughly speaking, we do the same thing as with the 
dollar loans. We look to the individual case. We try to find out how 
long they need the money in order to accomplish the purpose they say 
they want it for. And the type of the installation being financed will 
pretty largely determine the period, that is, the type of installation. 

Mr. McIntire. There is no limitation—it is just a matter of what 
seems like good business for all parties concerned ? 

Mr. StampaucuH. That is correct. 

Mr. McIntire. And your policy is that this period will be agreed 
upon, rather than arbitrarily determined at the time it is put into 
operation ? 

Mr. Stampavuen. That is correct. 

Mr. McIntire. This varies, I suppose, quite a lot with the charaeter 
of the loan. I am thinking in terms of a unit like an aluminum mill 
or something like that. It is not based, necessarily, on the operating 
income, the amortization, and so forth ? 

Mr. Stampaucu. We follow the commercial practice in determining 
the term of the loan and the self-liquidating aspects of the project 
has a bearing on it. 

Mr. McIntire. There is then, as you interpret the language of the 
Cooley amendment authority, to have such terms as you desire? 

Mr. Stampaucu. Yes. 

Mr. McIntire. Thank you very kindly. 

Mr. Browrrs. I would like to say just a word there. We in admin- 
istering this amendment have had surprisingly little difficulty. We 
have considered it a well worded and very well drafted amendment. 
The administrative difficulties of working under it have been phe- 
nomenally small and few. 

Mr. McIntire. In establishing the interest rates, I know that the 
criteria has been the interest rates within the host country, while with 
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some of the other loans that we-have heard about, in the course of 


these hearings, the loans are made on an interest rate which is equiva: ’ 
lent to the Government cost of money in this country. These could, ' 


of course, be an interesting difference in rates which might occur within 
the same country, particularly as related to the host countries. 

Are the interest rates as such a very substantial controlling factor 
as to whether loans are made or not in the host countries? 

Mr. StampavuGu. In these instances that you refer to, these other 
agencies apply a maintenance of value clause. 

Mr. McIntire. That is being waived now ? 

Mr. Srampavuau. It is being waived. I think that our process of 
reasoning in determining that we should adopt the domestic rate, 
rested upon two considerations: The first of which was, of course, that 


we would not get very far with the host country in getting approval ‘ 
of the loan if we were competing unfairly with the banks of the host - 


country in making loans in their currency. And, also, that the host 
country would not approve very long our making loans to affiliates 
of an American concern at a rate that gave them a competitive advan- 
tage against their competitors locally, that is, the resident industries 
and the nationals of that country. 

Mr. McIntire. It seems to me that your reasoning is very good. 
But I make the observation that there seem to be two different criteria. 

Mr. Stampavcnu. There is a difference in the purpose of the loans, 
probably. 

Mr. McIntire. The character of the loans, probably, ‘justify the 
difference. 

Mr. StampauGnu. Yes. Mr. Blowers says that we have had no com- 
plaints in regard to our high interest rate that we charge these coun- 
tries. We are charging the American concerns comparatively high 
interest rates, according to U.S. standards, you see, and they have 
not complained at all. 

Mr. McIntire. Thank you. 

Mr. Hoeven. In which country or countries do they have maximum 
interest rates of 12 percent ¢ 

Mr. SrampaucnH. Taiwan. 

Mr. Biowrrs. In Taiwan. We made a loan the other day to a 
business there. A part of our loan enabled them to pay off a short- 


term loan that they had on which they were paying 22.6 percent, so . 


that they were quite happy with the 12 percent. 

Mr. Hoeven. Would that also be the prevailing interest rate for 
private landing purposes ? 

Mr. Srampauen. I think that needs a littleexplanation. Would you 
answer that ? 

Mr. Oaxes. We do not try to take the commercial bank rate which is 
this 22.6 percent that you are talking about here in this case. We try 
and take the rate which an institution of the type of the Export-Import 
Bank would charge in that country on a loan to private enterprise in 
that country which means that we pick the development bank rate 
and not the commercial bank rate. 

For instance, the first country that we made a loan in was Mexico. 
We picked the rate which the Nacional Financiera was using, which 
was 10 percent. At the same time we knew that other banks in the 
country were charging 20 percent. It is a development bank rate 
that we pick. 
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Mr. Suort. I just want to take this opportunity to remind the com- 
mittee that the distinguished gentleman testifying before you is a 
very distinguished citizen of our State of North Dakota. 

The Carman. We will not hold that against you. [Laughter. ] 

Mr. Suorr. That certainly should not be held against him, I agree. 

The CHarrMAN. We are very delighted to have these gentlemen with 
us. 

Mr. Suort. I have just one question that I wanted to ask while I 
have the floor. Has this whole program been used in some instances 
by American companies, in the light of the present disposition of 
American industry, to go to foreign countries, to set up a plant to 
build some item of manufacture that would be brought back to this 
country? I do do not want to confuse the two different aspects of your 
Joan program. But if I understood you rightly, there are are very defi- 
nite restrictions under this phase of your loan program as to what the 
loan funds can be used for. 

Mr. Jenninos. I was going to ask that same question, because in 
looking at the appendix that you furnished here, I see that you have 
made a loan to the International Harvester Co. of Mexico for the pur- 
pose of making farm machinery, and so forth. 

I happened to read in a magazine the other day a story where we 
were importing some International Harvester tractors into the United 
States, a diesel-type tractor, on an experimental basis. And the same 
article stated that the same plant in Louisville was closing up. 

Mr. SrampauGcH. Under the law we are not permitted to finance 
with Cooley amendment funds the manufacture of products that are 
shipped to the United States in competition with American production. 

Mr. JenntnGs. Who makes such determination, and how is it made, 
and how do you determine that the items are not in competition with 
US. products ? 

Mr. StampaucH. We make it in consultation with the Department 
of Commerce. 

Mr. Jenninas. How is it determined that you could make a loan to 
the International Harvester Co. in Mexico for the purpose of the man- 
ufacture of farm implements and truck parts that would not be com- 
petitive to those made in the United States? 

Mr. Srampaucu. On the basis of the facts that the market in Mex- 
ico far exceeds what this production would be, I imagine. 

Mr. JENNINGS. You mean, that we could not supply them with our 
productive capacity in the United States? 

Mr. Oaxes. I think you have to take the question of the prohibition 
in the law first. 

Mr. Jenninos. Yes, you state that here. 

Mr. Oakes. We try and make sure that this is true, that they are 
not going to export to the United States. 

Mr. Jenntnas. It says here, I believe, on page 1 of your statement 
that this is for facilities which will improve the market for U.S. 
agricultural commodities. 

Mr. Oakes. Yes. 

Mr. Jennines. I am just using this as one example, because I do not 
know anything about any specifics, but how would the manufacture 
of International Harvester Co. equipment and trucks in Mexico im- 
prove our American markets for American agricultural products? 

44273—59—— 21 
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Mr. Oaxes. There are two purposes for which we can lend. When 

the applicant is an American firm, or its affiliate, we can lend for bugj- 
“ness development and trade expansion in Mexico, period. aaah 
Mr. JENNINGS. You do not have to take into consideration the fact 
of comparing markets for U.S. agriculture ? 
~. Mr. Oaxes. If you have this affiliation with an American firm you 
‘can determine your eligibility without reference to whether or not 
your operations will improve the market for American agricultural 
commodities, but if you come in as a Mexican firm with no USS. affili- 
ation, then you have to convince us that you are going to improve the 
market for agricultural commodities. 

Mr. Jennincs. In other words, if you have an American affiliate, 
you do not have to meet the test here that it will improve the produet 
for American agricultural purposes ? 

Mr. Oakes. That is correct. 

Mr. JENNINGS. We are working at cross purposes. 

.: Mr, Srampaven, I think that Congressman Short’s question was, 

can we, under, the law, finance the establishment of a plant in Mexico 

‘to manufacture tractors to be shipped into the United States to com- 
pete with U.S. manufacturers, was that not right? 

Mr. Suort. Yes. 

Mr. Jennines. What is the answer to that question ? 


that. 





Mr. Stampaucu. The answer is that we are prohibited from doing | 


Mr. Jennincs. How do you approve the manufacture of these trac- | 


_tors—either those tractors or other tractors that are imported into 
the United States? 

Mr. Stampaucu. I do not quite get the question. 

Mr. Jenninos. I read in a magazine article the other day that 
down in the southwest part of Texas they were experimenting with 
International Harvester diesel tractors that were manufactured in 
Mexico and were being shipped to the United States. So, obviously— 


I am not saying that the article is correct—but if that is correct and | 


they are shipping International Harvester tractors into the United 
States and we in turn are taking our money to develop the Interna- 
tional Harvester plant in Mexico, that is in competition with our own 
interests. 

Mr. Oaxes. When International Harvester comes in as an apph- 
cant we ask them pointblank where they are going to sell their 
tractors. We cannot make the loan to them if the purpose of the loan 
is going to be to build tractors to be sent to the United States, This 
is prohibited by the law. 

Mr. Jenninos. In other words, if they say that they are not goin 
to ship them in, you are permitted to make the loan, even though it 
might affect the export markets? 

Mr. Oaxes. This is another consideration. In the event there is a 
strong impact on an American producer, we ought to hear about it 
from the other agencies that are represented on the National Advisory 
Council. 

Mr. Jenntnos. I do not know about hearing from them or not. 
Those of us who represent the workers and industry in America are, 
certainly, hearing about it. 
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Mr, Oaxes. A good many of these foreign affiliates are there be- 
cause of tariff protection, because of foreign exchange difficulties, be- 
cause of all sorts of things. 

Mr. Jenninos. In other words, they are there because it is profitable 
to be there. 

Mr. Oakes. From a business point of view; yes. 

Mr. JenniNGS. From a business point of view; yes. 

Mr. Oaxes. Yes. 

Mr. Jenninos. And we are helping and stimulating that business 

int of view with some of the loans that we are making, apparently. 

Mr. Smiru of Kansas. Will you yield? 

Mr. Jenninos. Yes. 

Mr. Smiru of Kansas. You were at Bogota, were you not? 

Mr. Buiowers. Yes. 

Mr. Smiru of Kansas. You remember the big party we had out 
there. The man from International Harvester sai ’ “You might just 
as well buy South American as American, because if you do not it is 
all coming in from Europe.” 

We have built the tractors over there and they are now selling them 
to us. 

Mr. Biowers. Yes, small tractors, I believe. 

Mr. Smirn of Kansas. How did they get that money? Have you 
any flour mills in Venezuela ? 

r. Buowers. Not in Venezuela. None. 

Mr. Smiru of Kansas. In Colombia? 

Mr. Birowers. No; not in Colombia. 

Mr. Jenninos. I see one here listed for Italy, a bakery. 

Mr. Oaxes. This is a bakery; yes. This is part of a retail mer- 
chandising venture. 

Mr. Buowers. The only place that we had an application, I believe, 
for a flour-mill loan was from Korea in which place we refused it. 

Mr. Oakes. Yes. 

Mr. Biowers. So far it has been refused. 

So far as I know, Mr, Smith, Korea is the only place that we have 
had an application for a flour mill. 

Mr. Smiru of Kansas. Who built the ones they have? They wanted 
to build a flour mill down there instead of buying their flour from 
~_ States. There have been two built down there in, Vene- 
zuela. 

Mr. Biowers. Not with our money, sir. Do you know of flour mills 
financed by the bank in Venezuela ? 

Mr. Oakes. No. 

Mr. Biowers. I cannot answer that question, Mr. Smith. I do not 
know who built them. 

Mr. Smiru of Kansas. They talked about the new flour mills in 
Venezuela, because they said, “We will not buy any more U.S. flour.” 

Mr. Stampaueu. You do not mean in Colombia? You spoke about 

ogota. 

Mr. Jenninos. If you will yield. I think that these are loans that 
you make ? 

Mr. Biowers. Not Export-Import Bank loans. 

Mr. Jennines. Apparently, those have been built by direct gifts 
and with no loan involved, I take it. 
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Mr. Browers. I might say that Venezuela has quite a bit of money 
of their own. 

Mr. Smiru of Kansas. I know that. The fact remains, however 
that new flour mills are being built down there. We have an agree- 
ment. They will not buy our flour. 

I understand that General Mills was building a flour mill in Vene- 
zuela, I think. 

Mr. Stampavucu. General Mills was doing that? 

Mr. Smiru of Kansas. Yes. 

Mr. Srampaven. That would be with their own funds. 

Mr. Smiru of Kansas. I just wanted to know if they were getting 
any of this money from any other source. 

r. Browers. The answer to that is that it is not from the Export- 
Import Bank. 

Mr. Smiru of Kansas. You would not say that they were getting 
it from ICA? 

Mr. Jenntnos. In your statement you say that credits have been 
made to Colombia to the Ralston-Purina Co. of St. Louis, Mo., and 
to a Mexican subsidiary, to finance feed mills using grains imported 
from the United States. 

Mr. Stampauen. That is correct. 

Mr. Jenninos. Apparently, they have built one in Colombia now. 

Mr. Buiowers. Not a flour mill. 

Mr. Jenninos. This is a feed mill. 

Mr. Biowers. Yes, sir; rough grain for cattle feed. 

Mr. Jenninos. If they are going to use our agricultural products, 
that is all right, and they perhaps will, but they are going to use 
their own labor and facilities down there. 

Mr. Biowers. That is correct. 

Mr. Smiru of Kansas. What is there to keep them from sending it 
down to the border of Venezuela or Mexico or Peru—what is there 
to prevent them ? 

Mr. Jenninos. May they, after they process our grains, export the 
grains to other countries, or do they have to use the grains right in 
the country in which the plant is located ? 

Mr. Srampaucn. That is something that we do not have any con- 
trol over. If their production is sufficient so that they have something 
to export, they can export it. 

Mr. Jenninos. They can export it to Venezuela and take the mar- 
kets that we have been exporting to. And if so, I do not see that we 
would be augmenting our agricultural sales. 

Mr. Oakes. We go into this business of where they are going to 
sell the stuff very carefully. Take a feed-mixing mill of that sort, 
This is one of the sort of cases that we would be discussing thoroughly 





with the Department of Agriculture to see whether on balance the | 


loan was favorable to American agricultural interests. 
> 


Mr. Jenntnos. Let me clarify myself a little here in some of the / 


questions I have been asking, because I want to say that I think the 
Export-Import Bank is doing a good job, and I think that you have 
administered this program in a very fine manner. There are some 
areas here, that, perhaps, are not exactly clear to me, 

Mr. Srampavueu. Thank you. 
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Mr. Jenninos. I am still more in favor of making them in the form 
of loans, and having them repaid, than I am for direct, outright 

ants. 

Perhaps I should not address this question to you gentlemen, but 
I should address it to someone else. 1 would like to have the infor- 
mation. 

Just picking up one specific project, that is, the International Har- 
vester Co. of Mexico, I would like to have some detailed information 

rtaining to their production facilities and usage, and so forth. 

Mr. Oaxes. It was for the expansion of an existing operation. 

Mr. Srampaven. I think that the Congressman is entitled to that 
information, and we will prepare a memorandum on that for you. 

Mr. Jenninos. Thank you. 

(The information follows :) 


Section 104 (e) LOAN To INTERNATIONAL HARVESTER Co. OF Mexico, S. A. DE C. V. 
RE QUESTION OF EXPORTS TO THE UNITED STATES 


To assist applicants in the preparation of applications for loans under section 
104(e) of Public Law 480, Eximbank prepared a statement which outlined the 
type of information required of all applicants for such loans. This statement 
requests applicants to indicate the markets which they will supply. 

In this regard International Harvester stated in its letter of application dated 
November 27, 1957, that the major portion of its products would be consumed 
in Mexico. However, some equipment would be exported to countries throughout 
the world, but principally to Latin American countries. 

In a letter dated December 11, 1957, International Harvester Co. commented 
as follows with regard to competitive aspects of the application: “I would like 
to point out that the major portion,of the components of the motor trucks as- 
sembled by the Mexican company are all purchased from U.S. suppliers and 
shipped to Mexico. All farm tractors and all construction equipment are also 
imported from the United States. The reason I believe this point may have been 
emphasized is that we wish to have the Export-Import Bank aware that the pro- 
ceeds of the loan should permit a larger quantity of American goods to be im- 
on into Mexico, thereby assisting rather than competing with American 
industry.’ 

The Bank has developed procedures for forwarding summaries of all applica- 
tions received for section 104(e) loans to the U.S. Embassy in the foreign coun- 
tries concerned. The Embassies are requested to transmit an appraisal of the 
borrower and the proposed loan based on readily available information. 

In this regard, the U.S. Embassy in Mexico advised the Bank that the proposed 
credit to International Harvester was not expected to result in the manfacture 
of any products to be exported to the United States in competition with products 
produced in the United States. 

Accordingly, on the basis of the statements made by the applicant and the 
Embassy, the bank concluded that the proposed credit would not result in any 
significant competition, if any, in the United States with U.S. products so as to 
declare the application as ineligible under the terms of the law. 

The Bank has not been aware of any exports by International Harvester to 
the United States nor did it think that any such exports were contemplated. 
However, in view of the report that International Harvester has been exporting 
to the United States from Mexico, the Bank has written International Harvester 
(see attachment) requesting information concerning any such exports. When 
received, a copy of International Harvester’s reply will be furnished. 


JuLy 21, 1959. 
Re credit No. C-23-4. 
INTERNATIONAL HARVESTER Co. oF MEXxIco, S. A. DE C. V., 
Lopez No. 15, Mexico, D. F., Mexico 
(Attention : Mr. W. F. Schneider, Vice President). 
GENTLEMEN : Reference is made to the credit in Mexican pesos established in 
your favor by this Bank under section 104(e) of Public Law 480. 
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A report has recently been brought to our attention which alleges that your 
firm is exporting to the United States. As you know, section 104(e) of Public 
Law 480 prohibits loans for the manufacture of products to be exported to the 
United States in competition with products produced in the United States, 

You will recall that your letter of application dated November 25, 1957, stated 
that the major portion of your production would be sold locally and that exports 
would be to countries throughout the world but principally to Latin American 
countries. On the basis of this statement we concluded that there would be | 
little or no exports by your firm to the United States and hence no significant 
competition with U.S. products. | 

In view of the foregoing report we would appreciate your advice as to 
whether your firm has been exporting to the United States and if such exports 
have taken place since the Bank’s loan has been made. In order to assist ug | 
in determining whether such exports, if any, have resulted in significant com- 
petition with products produced in the United States, we would appreciate your 
informing us of the description, quantity, and value of any such exports. Any 
further information you can give us in connection with this matter would be 
greatly appreciated. 

Thank you for your cooperation. 

Very truly yours, 
WALTER C. SAUER, 
Executive Vice President, 


Mr. Suort. Will you yield? 

Mr. JENNINGS. Yes, but before yielding, may I ask this: Just what 
process did you go through? Maybe neither of you actually went 
through the mechanics of this particular loan. But just what process 
did you go through on this loan to determine that it was going to 
benefit American agriculture ? 

Mr. Oaxes. We get the best information we can from the applicant 
as to what he is going to do with the money and what he is going to 
produce and where he is going to sell it. 

Mr. Jenntnas. Do you, also, ask if that is going to replace any 
U.S. markets? 

Mr. Oaxes. Yes, we do, because we ask them whether or not the 
material that they are going to produce is being imported now. And 
we ask specifically of the Embassy whether or not the proposed pro}- 
ect is going to require any additional tariff protection in order to 
make it go. 

When we have a case of this sort that you are talking about, we 
analyze the case, summarize it, and send a more or less formal request 
to the Department of Agriculture for advice. And they go into it 
pretty thoroughly. We get back a letter from them indicating | 
whether or not, in their opinion, this proposal is a good idea under 
the general terms of the law. We are largely guided by that, al- | 
though we take responsibility for it. 

Mr. Jenninos. Thank you. If you will prepare some detailed in- | 
formation on this particular one I will appreciate it. 

Mr. Oaxes. On the International Harvester situation ? 

Mr. StampaucH. We will do that. 

Mr. Suorr. One further question on this matter of the specific! 
authority you have for the making of the loans, that they shall not / 
be used in such a fashion as to work and have an adverse effect on) 
our agricultural economy in the United States, or even our industrial | 
economy. 

What restraining authority do you have, or does anyone have, after 
the loan is repaid—is there anything? Or would that prohibition 
have ended with the repayment of the loan, we will say, perhaps, at 
the end of the 6-year period ? | 
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‘Mr. Srampaven. I think it is entirely our responsibility in con- 
sultation with the Department of Commerce and the Department of 
Agriculture to assure ourselves before we make the loan, it is not in 
contravention of the provisions of the statute. There is nothing that’ 
we can do after the loan is repaid. There is not anything we can’ 
do after we have disbursed our funds, that is, to police the operation. 

Mr. Suort. Thank you. 

Mr. StamBaucH. We have that same problem with the dollar loans. 

Mr. McIntire. There is no relationship to requirements under the 
Cooley amendment on any of the loans, where different purchases: 
might be made in the United States—that requirement does not pre- 
vail in this? 

Mr. SrampaueH. No; it is a completely different operation. As: 
a matter of fact, there are some prohibitions in the Cooley amend-: 
ment, or some provisions in the Cooley amendment, under which we 
can finance only machinery and equipment for expansion of an affiliate 
obtainable in the host country. It 1s quite a different operation. 

Mr. McIntme. Thank you. 

Mr. Stampaven. Of course, you cannot buy equipment and ma- 
chinery in the United States with pesetas and rials. 

The Cuarrman. Mr. Heimburger has a question. 

Mr. Hetmpurcer. Have you explored the possibility of converting 
some currency of a country which is available for these loans, which 
is not being utilized, for the currency of other countries where your 
loans are up to your maximum ? 

In other words, assume that our Treasury has balances of the cur- 
rencies of both of the countries, for example, to exchange some Indian 
rupees which are in the Treasury for Mexican pesos, so that you can 
make more use of them ? 

Mr. Stampaven. I get your point. I think, probably, that is some- 
thing that would be completely in the control of the country whose: 
currency we are talking about. 

Mr. Blowers probably has more intimate knowledge of that. 

Mr. Biowers. The first demand that these countries make upon us, 
even at the time the sales agreement is negotiated, is that we: 
will not use these funds in any way which will add to the burden 
of their foreign exchange position. 

So I do not know that we have actually explored this problem with 
any of them. We have loaned in only one country that has a con- 
vertible exchange and that is Mexico, and presumably there we could 
have taken our funds and have gone to the bank and bought some 
other currency with them, and moved them out. 

But we would have heard from the Mexicans very quickly if we 
had tried that. They were most insistent that we should not do so, 
that the funds should not be used in Mexico in any way to increase 
their foreign exchange burden. They would not allow our funds to 
be used to buy imported goods that were already in Mexico and in 
the shops in Mexico. They insisted, and we had to watch that very 
carefully. 

We limited our financing almost entirely to brick and mortar work 
in Mexico, to use local materials. 
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Mr. Hermeurcer. On page 1 of your statement, the second.line 
from the bottom, I notice that you cite two types of loans that you 
make and the second is to— 
host countries having no U.S. affiliation for facilities which will improve the 
markets for U.S. agricultural commodities. 

Is that an inadvertent reference, just to the host countries? Or 
have you adopted a policy of limiting loans for the development of 
agricultural markets to host country firms ¢ 

Mr. Srampaucu. That is correct. Of course, our loans to affiliates 
of American firms in a great many instances are of the type that will 
expand the market for U.S. agricultural products. 

Mr. Hermeurcer. But under the authority for agricultural market- 
ing, you would not make a loan to a Peruvian firm which wanted to 
establish a supermarket using U.S. products in Argentina ? 

Mr. Srampaven. I get your point. I did not get it at first. Did 
you get it? Can you give us an answer to that? 

Mr. Oakes. We considered this at the beginning. We determined 
we would make loans to Peruvian firms operating in Peru and not 
Peruvian firms operating elsewhere. 

Mr. Hermevurcer. I just wanted to be sure that is what it was, 

Mr. Oakes. It is. 

Mr. Hermpurcer. I remember discussing it with you. I was not 
quite sure what conclusion you came to on that. 

I have just one more question. I notice the reference on page 6 
to taxes being assessed against the Bank by some countries. Are 
these substantial taxes? Are they income taxes, or what? 

Mr. Stampaucu. They are income taxes. 

Mr. Oaxes. It is difficult to state at this point. We are just start- 
ing with this problem. We really do not know what the total impact 
will be. We are, of course, trying to establish our tax-exemption 
status. 

Mr. Hermevurcer. Are there several of these countries ? 

Mr. Oaxes. Yes. 

Mr. Hermmeurcer. Would you want to name them, or would that be 
embarrassing to somebody ? 

Mr. Srampaucnu. We will be very happy to give you a list of them. 

Mr. Hermmeurcer. Mr. Chairman, I think it might be helpful to 
have that in the record. 

Mr. Stampauen. It is hard to name them off the cuff. 

Mr. Oaxes. I do not have the information here. 

Mr. Hemrevurcer. I think that we should have a list of those who 
are charging taxes against the operation of our Export-Import Bank; 
that is, those countries that are doing that. 

The Cuatrman. I think it would be well to have that information. 

Mr. Stampaucu. Very well. 

(The information referred to follows :) 


CountTrRIES ImMposInG TAXES ON EXIMBANK OPERATIONS UNDER Section 104(e) 
oF Pusitic Law 480 
Italy 
Pakistan 
Turkey 


The Cuarrman. If you go into a country and finance some program, 
do you think that the host country should, by the taxing power, 
withhold taxes on those projects ? 
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Mr. Stampaucu. We are contesting it on the ground that we are 
a U.S. Government agency and that we are making loans for the 
benefit of the economy of the country. 

The CuamrMan. Now, I can see a difference, in the French housi 
loans, where we were going into France and utilizing $50 million o 
surplus agricultural commodities for housing, and the builder under 
the French Government would not impose the sales tax on the building 
material, and the French Government did impose it. Now, that was 
a rather unusual program, because it was for the mutual defense of 
both countries. 

Mr. Stampavueu. I think what we are talking about is an income tax 
on our interest collections. A sales tax, it would be a little bit pater- 
nalistic if we tried to establish an immunity from the sales tax. 

The Cuarrman. I think France should not have imposed the tax 
on the building program, because it was a mutual undertaking, a proj- 
ect in which you have a community of interests, the defense of both 
countries, mal housing for U.S. military personnel, to be amortized 
over a period of years, and to be paid for out of the rents or allow- 
ances to our military men. But your complaint is the fact that the 
country imposes an income tax ? 

Mr. Stampauen. That is right; that is right. 

Let’s go back to our friend, the International Harvester Co. We 
don’t consider that we are in a position to protest to the American 
Government that International Harvester Co. needs to pay a sales tax 
on the bricks and mortar that they buy to expand their plant. 

The Cuamman. Why shouldn’t the International Harvester plant 
pay an income tax in Mexico just like any other citizen ? 

Mr. Stampaucn. We wouldn’t consider ourselves qualified to pro- 
test against that. Weare only talking about the income tax that would 
be imposed upon the interest paid to the Export-Import Bank on the 
loans made. 

The Cuatrman. In other words, if you go in there to aid their 
economy, and furnish them money, then they impose the income tax 
on the interest? You could certainly take care of that in the initial 
contract, couldn’t you? You could just say to the host country, “We 
will not grant this loan if you are going to impose a tax on your interest 
earnings.” 

Mr. Stampauau. Yes, we could, and we probably wouldn’t make the 
Joan then. 

The Cuatrman. What can we do? 

Mr. Stampaucu. We are trying to establish our status in these coun- 
tries as being immune from income taxes on the interest paid on our 
loans. And to what extent have we made any progress? We are just 
beginning on that. 

Mr. Browers. This has only recently come to our attention, Mr. 
Chairman. My guess is that it will be settled on the basis of reci- 
procity, where an agency in that government is immune from income 
tax on the same type of operation in this country we will be immune in 
that country. 

The Cuatrman. Do you consider that the loan is made in those 
countries, or made here ? 

Mr. Biowers. It is made in the host country, yes. 

The Cuatrman. Why does it have to be made—why couldn’t you use 
the 25 percent of the local currency that is generated by these 4-year 
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transactions and make the loan to businessmen here in America jp 
local currency to be paid back with interest here ? 

Mr. Briowers. Well, that is the way we make our dollar loans; we 
‘receive dollar notes payable in this country. But in making these 
loans, we have to accept local currency notes payable in the count 
in which the loan is used, and that makes it a loan subject to the laws 
-ofthatcountry. I don’t think there is any way that we could domesti- 
cate it; that is, make it a U.S. transaction. 

The Cuarrman. Mr. McIntire? 

Mr. McIntire. Is there or is there not any distinction drawn by the 
- host country on this question of taxing your income as to whether 
these loans are made under the Cooley amendment, or any other opera- 
tion of the Export-Import Bank ? 

Mr. Srampaveu. I think that the tax imposed is the normal tax 
imposed on loans made in their own country. There is nothing dis. 
criminatory. 

Mr. McIntire. As between the other loans of the Export-Import 
Bank ? 

Mr. StampaucH. No, they don’t impose any tax on our dollar loans, 
on Export-Import Bank loans. 

Mr. McIntire. But on these you are earning an interest income in 
that country; are you not ? 

Mr. Stampavueu. No, they are payable in the United States. 

Mr. McIntire. Oh, there is a distinction as between the loans we 
are talking about here, which are made in another country’s currency 
and technically made in that country, as compared with the regular 
Export-Import Bank operations of dollar loans which are available in 
the United States? 

Mr. Stampavuen. Yes. On our regular loans we take negotiable in- 
struments and obligations in dollars. Thev are all made in dollars and 
repayable in dollars, and they are payable at the Federal Reserve 
Bank of New York, or someplace like that—some bank in the United 
States. 

The Cuarrman. Mr. Stambaugh, we thank you and your associates 
very much for appearing here. We are very glad to have the benefit 
of your information in the committee. 

Mr. SrussierreLp. May I ask one question ? 

The CHarrMAn. Yes. 

Mr. Srussierretp. Do you make any loans to mining interests in 
Mexico? 

Mr. StampBaucu. To our sorrow, we made one. 

Are you talking about Cooley loans? 

Mr. Stussierrevp. I am talking about any loans. 

Mr. Stampaucn. Yes. The Export-Import Bank has made mining 
loans in Mexico. Some of them didn’t turn out so well. 

Mr. Srupeierretp. Can you tell me whether any loans have been 
made to the fluorspar mining interests in Mexico? 

Mr. Buowrnrs. Is that the name of the company ? 

Mr. StupsierteLD. Fluorspar; it is used in the manufacture of steel. 

Mr. Buowers. Fluorspar is the ore. But what is it they reduce it 
to? Is it not used asa flux? 

Mr. SrupsLerretp. You mean the chemical name of it? 

Mr. StampaucH. We haven’t made any such loans. 
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c i have been any ? 
. STUBBLEFIELD. You wouldn’t know if there 
= ieee Fluorspar is an ore, but it seems to me it has a more 
mon name. 
Mr STupsLEFIELD. Well, there is an acid grade of the——-  _ 
Mr. Biowers. So far as I know, Mr. Congressman, the only mining 
loans we have made to Mexico have been for sulfur and manganese. 
Mr. StrampavueH. And iron ore. if eo 
he CuarrMan. Are there any other question 
The committee will stand adjourned until 10 o’clock tomorrow 
eT Whereupon, at 3:35 p.m., the committee recessed, to reconvene at 
10a.m., Friday, July 17, 1959. 
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FRIDAY, JULY 17, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met at 10 a.m. in room 1310, Hon. W. R. Poage 
presiding. 

Mr. Poace. The committee will please come to order. 

The committee has met this morning to continue the consideration 
of extension of Public Law 480, and all of the ramifications connected 
with it. I believe this morning we have witnesses from the Defense 
Department with us. 

Mr. Arrington, Chief of the Family Housing Division. Will you 
come up here, Mr. Arrington ? 

Do you have a statement ? 

Mr. Arrtneton. Yes; I have a prepared statement, of which I be- 
lieve the committee has copies. 

Mr. Poace. We will be very glad to hear you, sir. 

Mr. Arrtneton. Thank you. 


STATEMENT OF JOHN H. ARRINGTON, FAMILY HOUSING DIVISION, 
DEPARTMENT OF DEFENSE; ACCOMPANIED BY ANDREW C. 
MAYER, OFFICE OF THE COUNSEL; AND S. C. ALENIER, HOUSING 
DIVISION OF THE OFFICE OF THE ASSISTANT SECRETARY OF 
DEFENSE (P. & I.) 


Mr. Arrtneton. I have with me this morning Mr. Mayer of our 
Office of Counsel and Mr. Alenier, of our Housing Division. 

Mr. Poace. We are glad to have you with us. 

Mr. ArrtneTon. It is a pleasure to appear before you today, in 
order to give you a current report on the surplus commodity housing 
program of the Department of Defense. 

This program was first authorized by section 407 of Public Law 765, 
83d Congress, approved September 1, 1954. This authority, as sub- 
sequently iaieetad, provides that military family housing may be 
constructed in foreign countries utilizing foreign currency balances 
created through the sale of surplus U.S. agricultural commodities 
under Public Law 480, 83d Congress, or through other transactions 
of the Commodity Credit Corporation. 

Attached (table) is a chart showing the status of this program as 
of April 1, 1959. As you can see, a total of 4,368 units have been 
completed in the United Kingdom, Spain, and Japan, 4,446 units are 
under construction in those countries plus Italy, France, and Morocco, 
and 2,866 units are in the design or planning stages. 
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In addition to these units, the Department of Defense has requested 
— in the fiscal year 1960 military construction authorization 
bill for execution of a program of 3,444 units at several locations: 
700 in France (which will be reviewed in the light of the latest in- 
formation in order to determine the need for these units), 1,404 in the 
United Kingdom, 140 in Spain, 600 in Turkey, 110 in Crete, 100 in 
Bermuda, and 390 at three classified locations. The total cost of 
these additional units is expected to be approximately $61.7 million, 
This amount, added to the $172 million either expended or planned 
for expenditure for the 11,680 units in the current program, will total 
$233.7 million. 

It must be recognized that the program is moving slowly, primarily 
as-a result of a shortage of the required foreign currencies. The 
countries where we need military family housing are not the countries 
where there is the greatest demand for surplus American agricultural] 
products. Only in Spain and Japan have currency availabilities kept 
pace with requirements. The British program, which was progressing 
well, may soon come to a halt because of a shortage of sterling. We 
understand that there is some possibility of further tobacco sales to 
Great Britain, but definite agreements, if they do materialize, are 
not expected for several months. It appears that progress of the 
pound toward free convertability has greatly reduced British interest 
in Public Law 480 purchases. 

In an effort to make the greatest use of the commodity program a 
number of actions have been taken. We requested and obtained (Pub- 
lic Law 968, 84th Cong.) authority to supplement foreign currencies 
with as much as 25 percent in appropriated dollars, in order to pay 
for such things as Government overhead costs and to procure equip- 
ment items not locally available in some countries. We have used 
Austrian schillings to buy Austrian prefabricated houses for erection 
in Morocco, Crete, and Turkey ; and we proposed to use finn-marks to 
buy Finnish prefabs for Iceland. In France, since it was not possible 
to obtain a sufficient quantity of francs through direct sales under 
title I of Public Law 480, we developed a barter-type transaction, which 
is producing 2,403 housing units. 

This transaction was discussed in great detail during my appearance 
before this committee last year. Briefly, we contracted with a team 
consisting of a French builder and an American commodity dealer. 
Pursuant to the basic contract, the builder obtained the land and built 
the housing, receiving from the military contracting officer as evi- 
dence of work performed construction progress certificates. Mean- 
while, his associated commodity dealer, under a related commodity 
contract, took commodities from CCC and sold them to generate the 
necessary funds with which to pay the builder (principally French 
francs). 

The builder has obtained his money by cashing his certificates with 
the dealer, who in turn delivers the certificates to CCC in payment 
for the commodities received. Upon completion of construction the 
builder will be paid in full and CCC will have the full amount of 
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certificates as evidence of the indebtedness of the Department of De- | 


fense. This indebtedness will be repaid to CCC over a period of years 
from quarters allowances forfeited by occupants of the housing, after 
deductions for maintenance and operating charges. Since the United 
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States cannot normally hold title to real property in France and since: 
the French Government did not desire to participate in the transac- 
tion, the United States is receiving in exchange for the commodities © 
a 20-year prepaid lease with option for renewal at reasonable monthly 
rentals. The contract, or “lease agreement,” stipulates that the United 
States shall not incur any liability for any currency payments, but _ 
is only responsible to make commodities available through CCC. 

The construction is now virtually completed, with the last units 
scheduled to be finished this month. Originally it was expected that 
2,700 units would be built within the $50 million ceiling established ~ 
for this program; however, revised military plans required the can- 
cellation of 297 units at Chateauroux, reducing the total of 2,403 units. 
At the same time the builder developed financial difficulties and the ~ 
U.S. Army Construction Agency in France found it necessary to ne- 
gotiate a revised contract price. The revised costs are expected to 
amount to about $20,003 per unit for the 2,403 units, together with 
termination costs of $1.4 million for the canceled units at Chateauroux. 

The $20,003 per unit includes land, site improvements, structures,» 
equipment, and U.S. Government overhead costs. ‘The houses include : 
two-, three-, and four-bedroom units, two-thirds of them single-family 
dwellings, the balance semidetached. Exterior walls are of concrete 
block, with the exterior finish of stucco and the interior finish wall- 
board. Interior partitions are frame and floors are generally con- 
crete on grade. The tile roofs and exterior design are consistent with 
French architectural concepts, while the equipment and interior lay- 
outs conform to American standards. In general, the contract stipu- 
lates construction of high quality, with inside floor areas averaging 
1,080 square feet per unit. 

As previously stated, the Department of Defense is satisfied with 
the quality of the housing produced under the “barter” program in 
France, but at the same time we recognize that the construction is only 
one aspect of this extremely complex transaction. The Department 
of Agriculture has informed us that sales of cotton and wheat under 
the French program displaced normal dollar sales and that in the fu- 
ture any housing “barter” transactions must be limited to commodity 
sales which can be demonstrated to be additional to normal market- 
ings. Under these circumstances we have no plans for further “bar- 
ter” transactions either for military family housing or for military 
base construction in foreign countries since it does not appear that 
transactions of any magnitude could be conducted under the revised 
barter program rules. 

In closing, I would like to mention that as of April 1, 1959, the 
equivalent of approximately $171 million was available for construc- 
tion of military family housing from Public Law 480 agreements and 
the French “barter” transaction. A breakdown of the amounts avail- 
able by country and the amounts allocated to the Department of De- 
fense by the Bureau of the Budget is attached (table). 

I appreciate the opportunity to appear before you today, and shall 
be glad to answer any questions you may have on our commodity 
housing programs. 
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Department of Defense surplus comnpoetly housing program, cumulative report 
(as of Apr. 1, 1959) 
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In various 
Completed Under stages of Total 
contract ! planning 
and design 
LL 
iatees SS er eee con ereohes 1, 509 822 854 3, 185 
CARRE ch tidbbeckidet-adbaiddisomdieddohoh bbiciinen Gees éoeb othe GOD lo siteisetesnks "493 
Boats Ricerche emroteinsoaici sin a cyanide ndciangecs ao sieaanpe 2 1, 582 552 747 2, 881 
EE bid teh ela hacadde amtrkant deandecndebhhts chsh bole 2, 403 450 803 
UDA door tencbannesdanercorpnnrebreer=teptiannadaponcsees BO Dhl eee 140 
I peli acne ER So whan Henne pistenseegeer|~~Sessashvesatewusetincccass 180 180 
EE A oan 5 a Sick inicdanbihabd~ db bcbesactinsahdibosssedncedses 135 
a 1, 277 36 |.-----------.- 1,313 
REE Spd tk tS ee Bo dv dduddetckedobmnduvede 50 50 
ieee AE sel a andanennhentneeetyeeer< 5 500 500 
SE ER tiie ie mhawakipencicndecnsnebe 4, 368 4, 446 2, 866 11, 680 
RO iahesacncaconnsanpeeoaneonns $37, 000, 000 | $82, 000,000 | $53, 500, 000 | 4 $172, 500, 000 





1 Includes certain units which are part of a contract but which are completed. 

2 These are units leased for a period of 7 years. 

a — as much as 25 percent appropriated funds in most projects, as authorized by Public Law 968, 
84th Cong 

4 Does not include ~~ of community facilities which total approximately $3,900,000 in the United 
Kingdom and $200,000 in Spain. 


Status of Public Law 480 funds available for military family housing 
(as of Apr. 1, 1959) 





Available | Allocated by 
from agree- Bureau of 

















Country ments signed! Budvet to 
as of Apr. 1, DOD for 
1959 housing 
Million Million 
BEN... Accidiaceusce cde Sabi tibadeh Velsnnltid inte bbe Matai touweianad’ $8.7 $8.7 
er dak cl cies oeateten Dita gpaiand tw waahithn dip ginepiemngnstpentetiphinbiggspinini wie $a tntinatt 2.0 1.4 
Eh cht ale te nibenip poem edonibandneindninhonpeaauemenet tern EE @ fi uinacceeee 
RUMI S505 ot to a ae eek ts a cdbibboubcd 50.0 50.0 
ee anit nereceetspucegadincil dsbacnae~setanemneenya 9.4 7.9 
NCEE AiR eal been ndndudcntbh iosssnabibedseneddnspabetesscpbatasewes . 17.5 17.0 
I ine tid dhaiiadcnipaoninn tahitian hema bee dah tintib epiteouei gehen ten S. 1 bias cede 
I oi ee tet kein sam ainins asada incahin aaah mivaece 1.5 1.5 
EE AR eed teed te beheebbbabternuhasbbab tt dinakee@res— 26.7 26.7 
Pc cdakeekghakhochnaptenheeendings kinetndes pokiteelcenaaeealcipgin ate aphiniggs tea og B.D hndcceccksnuin 
Uni PI cask ccteb bbb bob iniduceuhbibioswedssuvbétubssidunscekveubs 44.5 43.9 
aisha tes niucis ake nls Sarre ihinsaeilnd eink yan aemvtgs anucbdoboouncenbue 171.4 159, 1 


1 Purchase of prefabricated units for use in other countries. 


Mr. Poace. Thank you very much, Mr. Arrington. 

I believe counsel has some questions. 

Mr. Hermpurcer. Mr. Arrington, I am committee counsel. I think 
we have discussed this matter before from time to time. You have 
been very helpful to the committee in presenting an understandable 
and concise description of the program. 

I refer to your statement on page 4 regarding the decision of the 
Department of Agriculture that barter tr ansactions, even for military 
housing or other. purposes, would be considered in the future only 
where you could prove additionality, so called. You say under these 
circumstances— 


we have no plans for further barter transactions, either for military housing or 
for military base construction. 
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Should we gather from that that were you able to make barter trans- 
actions freely that you would have further plans for deferring cost 
of'some of these oversea construction projects with surplus commodi- 
ties rather than dollars ? 

Mr. Arrineton. As you can see, we do have continuing requirements, 
and were it possible to devise a barter program which; would be 
acceptable to Agriculture and at the same time workable, I am sure 
we would be prepared to use it. 

Mr. Hermpurcer. Thank you. I think that answers that question. 

Ihave a few more questions here that I wanted to ask you. 

I might add that these are not originally my questions and I am not 
quite sure what this one means, but I assume you will understand. 

How does the Pentagon choose between surplus commodity family 
housing and other types of family housing construction ? 

Mr. Arrtneron. I can gather that that question relates to the means 
of financing. The houses would be roughly comparable under any cir- 
cumstances from a physical standpoint. We have three principal ve- 
hicles for providing family housing in foreign countries and we always 
give first priority to the use of foreign currencies generated by sur- 
plus agricultural commodity sales. 

In the event that it is not feasible in a particular country to build 
housing under the commodity program, we then consider use of our 
second alternative—which is a rental guarantee program. 

That does not involve expenditure of appropriated funds for con- 
struction, but involves our giving a guarantee of a stipulated level 
of rental income to selected builders for a period of years in order 
to induce them to build houses where we need them. The rental guar- 
antes program is particularly feasible in countries where there is a 
highly developed local economy. 

Consequently, with a high residual value for the units on the local 
economy, we only have to give a commitment which underwrites a 
portion of the cost of the housing—say, 40, 50, or 60 percent, and not 
the total cost of the housing. We like the rental guarantee program 
because it enables us to minimize our commitments. 

We have hopes of developing, for example, additional rental guar- 
antee housing in Germany where all these conditions are met. 

It is essentially a short-term proposition, and we would not, for 
example, use rental guarantee in places like Newfoundland where 
there is not a highly developed local economy and consequent residual 
value and also where the permanence of our stay is likely to be more 
assured for a substantial period of time. Our third resort, if neither 
the surplus commodity program nor the rental guarantee program 
is feasible, is to build the housing with appropriated funds, just like 
any other military construction. 

Mr. Hermpurcer. In your statement, you mentioned the transac- 
tion where you had used Austrian shillings to buy housing for 
Morocco, I believe it was—or Crete ? 

Mr. Arrtneron. Yes, sir. 

Mr. Hermpurcer. Have you explored the possibility of more trans- 
actions of this type or are you actively exploring this? 

Mr. Arrtnaton. We are continually studying this problem. One 
unfortunate thing about transactions of such complexity is that they 
take a great deal of time to develop. I am speaking of a period of 
years. 
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When we finally did bring the Moroccan contract to a conclusion, 
using Austrian prefabs, and 75 percent financed with Austrian shil- 
lings—unfortunately, after it started, the political situation in Mo- 
rocco became quite uncertain and therefore it was decided to terminate 
some 360 out of 500 units in the contract. So, we are actually pro- 
ceeding at this time with 140 units in Morocco which we are going 
to complete. 

The additional Austrian prefabs are being stored at Trieste and 
we hope to use them in areas such as Crete and Turkey. 

If we had additional Austrian credits, we believe that we could 
find a use for additional Austrian prefabs beyond that. Similarly, 
in Finland, where we do have a small amount of currency available 
to us, we plan to buy—I believe it is 50 prefabricated houses for erec- 
tion in Iceland, if we can keep the costs within reasonable limitations, 

Mr. Poace. May I ask there—and I do not think it is out of order 
to ask it—you discontinued building houses in Morocco. Is that due 
to the fact that there no longer is a need for housing in Morocco? 

Mr. Arrtneton. We do at the present time have a sizable continu- 
ing need in Morocco but the duration of our continued stay in Mo- 
rocco is open to serious question and therefore we do not feel we 
would be justified in building any substantial amount of housing 
there. 

We had another project planned by the Navy Department for, I 
believe, 330 units at Port Lyautey in Morocco, which was also canceled. 

Mr. Hermpurcer. What is the status of currencies repaid to the 
United States under section 104(g) of Public Law 480; and have 
you explored the possibility of using these currencies for military 
construction ? 

Mr. Arrtneton. That refers to the economic loan program and our 
counsel, Mr. Mayer, has been making quite a study of that. 

I would like to suggest that he answer. 

Mr. Mayer. As you know, section 104(g¢) of Public Law 480 pro- 
vides for loans to promote multilateral trade and economic develop- 
ment in foreign countries. 

When these loans are repaid, there is some question as to what can 
be done with the currencies that are thereby made available to the 
United States. 

I understand that a joint committee of all of the executive depart- 
ments interested in the use of these currencies has been looking into 
it, and so far I understand that there is no administration position 
as to whether these currencies may be reused. If they could be reused 
for the various purposes for which other foreign currencies are now 
available, then presumably we could use them for family housing, but 
I understand that the various departments have not yet reached a 
coordinated position on this question. 

Mr. Hermpurcer. That leads me to another question. 

Yesterday we had the representatives of the Export-Import Bank 
before the committee explaining their administration of the funds 
available under the so-called Cooley amendment, with which I have 
no doubt you are familiar. 

They mentioned yesterday that at least one loan has been made to 
an American business firm for the purpose of constructing some 
prefab housing in a foreign country. Have you, sir, explored with 
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the Export-Import Bank people the possibility of that sort of maneu- 
ver in connection with your military housing ? : 
“Mr, Mayer. No, sir, we have not. I am not quite clear as to 
whether we could use that vehicle. 
'’ Mr. Hermpurcer. I do not think you could use it as a Govern- 
ment agency, but I think that a private American firm wanting to 
eonstruct some housing in X country, to lease to the military, could 
it. wie t 
" just suggest that as an avenue of exploration if you haven’t gone 
into it. ; 
mtr. Arrinaton. We have had some discussions with an organiza- 
tion that has been interested in building houses for us in the Philip- 
pines and I believe they did mention there would be a possibility, in 
the event they were the successful builder, of their using such funds. 

Mr. Hermpourcer. I do not remember where the Export-Import 
Bank said this housing was to be built. But they have established 
the principle that these funds could be used for loans to American firms 
to construct housing in a foreign country. = 

Just one more question: In your opinion would any additional leg- 
jslation be necessary or desirable ? ‘ 

Mr. Mayer. In my own opinion, speaking as a lawyer for the De- 
partment of Defense, I believe that the present legislation is ade- 
quate to authorize the use of these repayment currencies for family 
housing and the other purposes set forth in Public Law 480. How- 
ever, as I have stated, the administration, and the various executive 
departments interested in this problem, have not reached a coordi- 
nated position and therefore I am constrained to say that certainly 
additional clarification would be highly desirable on this point. 

Mr. Hermpurcer. Obviously, something is necessary before you 
can use the barter program again to any extent for your housing. 

Mr. Arrtnoton. Yes, sir. 

So far as the status of funds under section 104(g) I believe Mr. Alen- 
ier has obtained some recent information on that. 

Mr. Aventer. The Treasury Department has advised us that of 
$670 million disbursed by BOB, only $1 million has been repaid to 
date. 

Mr. Hermpurcer. So there isn’t too much fund in the pot to worry 
about at the present moment. 

Mr. Atenter. That is correct. 

Mr. Hermpvrcer. I have no further questions. 

Mr. Gatutnes (presiding). With respect to the need for additional 
legislation, I wonder if you could suggest some language to our counsel, 
Mr. Mayer? 

Mr. Mayer. I am not authorized to propose any legislation on this 
i since the administration’s position has not yet been established. 

owever, I could work with the committee counsel. 

Mr. Hermpvrcer. Couldn’t you just work with the committee staff ? 

Mr. Gatuines. Informally. 

Mr. Hrrmpvrcrr. As a drafting service and assist us in drafting 
some legislation ? 

Mr. Mayer. I would be happy to. 

Mr. Gaturnos. Along that line, with respect to Public Law 480, I 
believe Mr. Arrington’s statement said there was some authority in the 
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original act that was passed in 1954. Do you take it that that authority 
existed in 104(g) to provide this necessary housing, and then gub- 
sequently the Congress passed 104(1), which was passed recently, 

fr. Arrincron. If you are referring to 104(1) of Public Law 480, 
IT am not familiar with that, sir. 

Mr. Gatuines. That is the authority that was recently enacted. Let 
me ask you a little more about this. 

On page 2 of your statement you state that: 

We requested and obtained Public Law 968 of the 84th Congress authority to 
supplement the foreign currencies with as much as 25 percent in appropriated 
dollars. 

I wonder if you would give us a breakdown and tell us, Mr. Arring- 
ton, just where that 25 percent authority in that 84th Congress act 
went, and to what countries ? 

Mr. Arrrneton. I know the Air Force has used it in Spain, 

Mr. Atenter. The Air Force also used it in Morocco for site devel- 
opment costs. 

Mr. Gatrurnos. There was a net for that provision requiring 25 per- 
cent in dollars be made available to you to purchase certain supplies 
and equipment that would not be available in the country ? 

Mr. Arrincton. That is correct. 

Mr. Gatuines. Was there any other country besides Morocco? 

Mr. Arrtncton. Other than Morocco and Spain, I do not believe 
we have it in Great Britain nor Japan. I am not certain about Italy, 
I do not believe we have used appropriated dollars in Italy and that 
about covers the countries where we have projects either completed or 
under contract. 

Mr. Gatuines. This program is quite a saving to the taxpaying citi- 
zen of America, is it not, in that under this procedure just very few 
appropriated dollars are used ? 

Mtr. ARRINGTON. Yes, sir; it does reduce the current outlay of ap- 
ropriated dollars and provides a use for these situations generated 
y the commodity sales. 

Mr. Gatutines. How are these countries accepting that program? 

Mr. Arrtncton. I would say in the areas where we have contracts 
to date they are accepting it very well. 

Of course, a lot of considerations go into a decision by a particular 
country as to whether it will take additional commodities. 


For example, according to my recollection of the history of the- 


transactions in Great Britain, there was a sizable caren negoti- 
ated back, I believe, about 1955, which was dropped because of the 


Battle Act provision to which the British objected about shipping 50° 


percent on American bottoms. Some months later a smaller program 
was proposed to the British Government. The British Government 
was very concerned about the need of our Air Force personnel for 
housing and went along with this smaller initial program, and I believe 
the first increment was something like $15 million worth of tobacco. 

The British accepted this proposal, not only because they had a 
use for the tobacco, but because they wanted to assist us in our hous- 
ing operation. 

In later programs I believe they have bought more tobacco and they 
have bought dried fruit, but recent conversations with the Depart- 


ment of Agriculture indicate that further sales to Great Britain are- 
= 


extremely doubtful. 
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Mr. Gatuines. Are you running into any more trouble with coun- 
tries other than Britain with respect to this 50 percent of the shipments 
going in American bottoms? j 

Mr. Arrineton. I have not been following that too closely in the 
last several years. I understand Denmark dropped a program at one 

int on that score and I imagine any nation with large maritime 
interests would find objections in that provision. 

Mr. Garuines. That might include Norway. 

Are there any questions 

Mr. Smith? 

Mr. Smiru. Did I understand you correctly to say that there have 
been $600 million worth of these loans that have been made under 
these provisions and that only $1 million has been repaid ? 

Mr. Atenter. That is right, sir. 

Mr. Mayer. Under the loan program as it was originally set up 
there was a 3-year period of grace in which no payments of principal 
were made to the United States, and that is why the repayments are a 
little slow in coming in. 

Mr. Smiru. Do you have any knowledge of any housing in Peru 
with-these sort of funds? 

Mr. Arrineron. No, sir. 

Mr. Smirn. Do you know of any that is being generated under 
Public Law 480? 

Mr. Arrineron. No, sir; we have no knowledge of Peru. 

Mr. Garuines. I notice from your statement you try to desi 
these houses in keeping with the particular country design. You refer 
to the red tile roofs. ; 

Mr. Arrineton. Yes, sir. 

Mr. Garuines. I know in general those red tile roofs are used con- 
siderably and they are very beautiful. 

These houses are of fairly permanent construction, are they not? 

Mr. Arrineton. Yes, sir, 

Mr. Garuines. They have up to four bedrooms? 

I notice the average size of these houses is a little more than a 
thousand square feet. 

Mr. Arrineron. That is correct. 

Mr. Garrutnes. The rooms must be pretty small. The biggest part 
of them might be two bedrooms. 

Mr. Arrineton. Some houses are larger than that and some are 
smaller. It is a rather modest space allocation. On the other hand, 
it is substantially larger in size than the housing that we had pre- 
viously been getting in France under the rental guarantee program 
and considerably larger than is obtainable on the private French 
economy. 

Mr. Garruines. How many are detached ? 

Mr. Arrtneton. As I recall about two-thirds of the French. 

Mr. Gairntnes. What is the size of the lot ordinarily, in depth and 
frontage ? 

Mr. Arrineton. That I could not tell you. 

Mr. Garrurnes. It varies, I imagine. 

Mr. Arrineton. Yes. 

Mr. Quite. Will the gentleman yield? 

Mr. Garrutnas. Yes, Mr. Quie. 
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Mr. Qui. This appears to be about $20 a square foot. How does 
this compare with the cost of French construction of a similar 
building ? 

Mr. Arrinoron. It is very difficult to discuss French construction 
of similar buildings because I would say that the standards here are 
somewhat higher than are normally employed in the French economy, 
Perhaps Colonel Wilhoyt might have some comment on that. 

Colonel WitHoyt. I can only offer that costs are generally higher 
than we find elsewhere in many places throughout the world in our 
construction. We could research that and provide it for the record. 

Mr. Quire. How would that compare with similar construction in 
this country ? 

Colonel WiiHoyrt. Construction costs would be higher but just in 
what proportion, I am not prepared to say at this point. 

Mr. Arrtneton. One reason the French costs ran as high as they did 
is because there has been very substantial inflation each year in France. 

Mr. Qure. Mr. Chairman, may I ask one other question ? 

Mr. Gaturines. Surely. 

Mr. Quire. This goes back to one comment that you made, too, Mr. 
Chairman, on the savings to U.S. taxpayers. Do you mean that this is 
a savings to the U.S. taxpayer because we do not have to put any more 
dollars in, but if you follow these transactions back to their beginning 
we put the dollars in when we purchase the surplus foods, so actually, 
is this costing less money by doing it this way than if we made a direct 
appropriation? I am taking into consideration we have the surplus 
and have to use it somewhere else. 

Mr. Arrtneton. I would say no. 

Mr. Qui. It is more expensive this way, then. 

Mr. Arrtnoton. Yes. 

Mr. Garuinos. Fifty percent of these Public Law 480 funds are 
used for economic development in these various countries and this 
particular part of the program really helps the American taxpayer 
in that he would have to pay rent on houses. ‘They would have to 
pay for their housing anyway with American dollars, If the hous- 
ing is made available, in this way it would be beneficial. 

Mr. Quire. It is beneficial in that this is a use we have of the sur- 
plus commodities ? 

Mr. Gatuineos. Yes; there are about 10 uses. This is the best use 
of all as far as the American taxpayer is concerned because 50 percent 
of that money goes into economic development of the specific country. 

Mr. Qute. In other words, we get some value, where we would 
otherwise give it away. 

Mr. Gaturinos. Yes. 

Mr. Situ. Mr, Chairman, I would like to have Colonel Wilhoyt 
explain this cost. You said that the cost in France was higher than 
in America. I understood that the labor rates in the United States 
were about twice what they are in France. Tell us about this. Where 
does the extra cost come in ? 

Mr. Arrtncron. May I comment on that, sir? 

Mr. Soiru. Yes. 

Mr. Arrrneton. Labor rates, as I understand it, in France, are 
ostensibly cheaper, but there are other additional charges for retire- 
ment and all sort of workers’ benefits which increase the hourly rate. 
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In addition to that the labor is not as efficient as in the United 
States. You cannot alone look at the hourly. wage in order to get a 
gage of what your labor cost will be. 

{r. Smiru. In other words, the fringe benefits now exceed the 
actual cost ? 

Mr. Arrrneton. I understand that is quite a problem in France. 

Mr. Smiru. Also we have to pay a sales tax on it, do we not; do we 
not have to pay that on the material 4 

Mr. Arrincton. We have to pay a tax on the construction materials. 

Mr. Garuines. If there are no further questions, we thank you, 
gentlemen, very much, for your appearance. 

The next witness is Mr. Louis H. Bean, economist. 

Mr. Gatuines. Do you have a prepared statement ? 

Mr. Bean. I do. 

Mr. Garutnes. We will be glad to hear you at this time, Mr, Bean. 


STATEMENT OF LOUIS H. BEAN, ECONOMIC CONSULTANT 


Mr. Brean. The statement that I would like to present to you grows 
out of my interest in following recent agricultural legislation, and 
I felt so strongly after reading the current report that certain aspects 
of the farm program had not cae dealt with and I felt that I should 
ask permission to appear before you for a few minutes this morning. 

Coming in the face of huge and costly Government holdings of feed 
grain, the 11-million-acre increase in corn acreage to be harvested this 
fall is startling, to say the least. It practically assumes a further in- 
crease in Government holdings of corn this fall, and a further increase 
(when 1959-crop corn loans mature next year) to the enormous total of 
1.5 to 1.7 billion bushels. The mistaken policies of the present adminis- 
tration that have produced this nightmarish result, have saddled the 
taxpayers with hundreds of millions of dollars of unnecessary costs 
for years to come. If farmers are encouraged to exercise their new- 
found corn planting freedom, to grow more corn, the eventual inven- 
tory losses will be staggering. 

This increase in corn acreage at a time when a substantial reduc- 
tion was so clearly called for adds about 500 million bushels of feed 
to the farm adjustment problem, Since most of this increase is bound 
to be turned over to the CCC, the taxpayers will be saddled with 
additional storage and other costs of over $100 million per year for 
several years. Even if the consumption of feed can be maintained at 
a normally increasing volume and total feed production were to be 
frozen at the 1959 volume, it will be at least 6 years before the present 
oversupply is cut back to normal. 

It is my impression that the present administrators of farm policy 
are not giving adequate attention to a particular proposal for cutting 
down the feed surplus that appears to me to have a great deal of merit. 
It is the proposal that the necessary reduction in the corn supply be 
hastened by diverting corn acreage to soybeans. During the past few 
days, I have reexamined this proposal and want to present some of 
the basic facts and my interpretation of them to you. 

The postwar trend in the combined acreage of the three feed crops— 
oats, barley, and sorghum—has trended downward from 1945 to 1953. 
This downward trend was sharply reversed in 1954. Much of the 
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subsequent feed grain troubles stem from the fact that after oats 
barley, and sorghum acreage had been reduced from 67 million in 
1945 to 58 million in 1953, an abrupt expansion took place in 1954 
to an alltime high or 72 million acres in 1954, 77 million acres in 1955 
75 million acres in 1957. Even though the total acreage on these 
three feed crops was reduced both in 1958 and 1959, it is still 4 mil- 
lion acres above the 5 million of 1954. 

This record is illustrated in the last chart. If you will turn to it 
for a moment, the figures that I cited will be more clear to you. To 
me it is rather striking that the postwar adjustment in these acreages 
was downward up to the 1953 crops and since then they have been 
above the downward trend. It seems to me that is part of the basic 
difficulty with our surplus feed at the moment. 

I would like to show you next what has been happening to the 
trends in the acreage of corn and soybeans. Since the war-stimulated 
acres of 1943 and 1944, there has been a downward trend in corn acre- 
age amounting to a drop from 87 million in 1943 to 73 million in 
1958—a net reduction of 14 million acres. Whoever is responsible for 
designing and engineering the price acreage programs for 1959 is 
responsible for abruptly reversing this trend—a trend which had been 
going in the right direction, especially during a period of rising yields 
per acre. Taxpayers are now faced with having to pay for many 
years to come for this great incomprehensible error. 

If you will look at the first of the assembled charts you will see 
what this paragraph refers to. In this chart labeled “IT” and entitled 
‘Trend in Corn and Soybean Acreage,” you will see the downward 
trend in corn acreage from 1941 through 1958, and then the abrupt 
reversal of that trend with the stepping up of acreages in 1959. Sim- 
ilarly, you see a rising trend in soybean acreage which practically 
matches the downward trend in corn. With the exception of 1955 you 
have an inverse movement here, corn going down and soybeans going 
up, and a more startling inverse relationship in 1959 when corn was 
going abruptly up and soybeans held back by 3 million or 4 million 
acres. 

Now let me turn to the significance of the postwar downward trend 
in corn acreage in relation to soybeans. The 14 million acre decline 
in corn between 1945 and 1958, was matched by a 13 million acre ex- 
pansion in soybeans. While some of this soybean expansion may 
have been at the expense of other crops such as oats, by and large, we 
have here clear nai that one of the basic corn adjustments since 
the war, and during the prewar years, was a substantial substitution 
of soybean acreage for corn acreage, with the result that the total 
acreage in these two crops, for the entire period from 1945 to 1958, 
remained fairly stable between 94 and 98 million and averaging about 
96 million. 

This is illustrated in the second of the charts entitled “Corn and 
Soybean Acreage,” and you will observe, with the exception of the 2 
war years, 1943 and 1944, the combination of these two acreages gave 
us a total of somewhere between 94 million and 98 million, and now 
a second exception shows up in 1959. 

The 1959 contrary-to-trend expansion in corn, of about 11 million 
acres produced a contrary-to-trend decline in soybean acreage of 3 to 
4 million acres. Instead of a combined acreage of 96 million in two 
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crops, we now have 106-110 million corn acres too many for 1959 and 
ybout 12-15 million too many in terms of the normal trend in corn 
acreage projected 3 years hence. : 

The long-time program of Corn Belt acreage adjustment from 
here on must aim at less corn and more soybeans, not merely to correct 
the distortion created by the 1959 corn production, but also to restore 
amore nearly normal relation of feed stocks to demand. sss 

It is not generally recognized that the mere diversion of a million 
acres of corn to soybeans without adding any land, automatically 
cuts down the surplus of feed in our national feed balance by a mil- 
lion tons. This comes from the fact that an acre of corn produces, 
say 55 bushels of 56 pounds each, or a total of 3,080 pounds of carbo- 
hydrate feed, whereas an acre of soybean products, say 23 bushels of 
47 pounds of needed protein feed each (exclusive of 10-11 pounds of 
oil) or a total of 1,080 pounds, a difference of 2,000 pounds, or 1 ton 
less feed than produced by an acre of corn. 

Let us assume that in order to capitalize on this difference in per 
acre feed production, you divert 5 million corn acres to soybeans for 
each of the next 3 years. What would happen to the present enor- 
mous feed stocks? In order to see the meaning of this figure, we 
need to further assume that the total production of the other feed 
grains remains at about their 1959 volume and that animal units to be 
fed and the amount fed per animal unit continue their normal upward 
course. Without going into details of total feed use and total supply, 
the following feed balance would result from holding other feed pro- 
duction at the 1959 volume and from diverting 5 million acres of corn 
to soybeans, or a reduction of 5 million tons per year in feed grain 
production in each of the 3 years 1960-1962. 

What you see in the next table is the total stocks of feed which now 
are estimated to be about 71 million tons by the end of this crop year 
and which will reach 76 million tons by the beginning of the 1960 
crop, and if one could visualize a reduction in corn production con- 
verted into soybeans, you would have a reduction in this supply of 
feed from 76 million tons down to under 80 million tons, which would 
be approximately a normal volume. 

Mr. Jonnson. I do not want to argue your point, but when you 
compare soybeans and corn, are you considering that one is a protein 
feed and one is a carbohydrate feed? Soybeans run 40 percent and 
corn 10 percent. When soybeans are fed right with corn to hogs you 
probably produce a lot more pork than you will by just feeding corn 
alone. I think that your comparison of the feed value of a pound of 
soybeans compared to a pound of corn is way off. Are you taking 
into account the necessity of proteins as well as carbohydrates in feed- 
ing animals ? 

Mr. Bran. I realize that. Statistically I run into this problem— 
that the official records on the feed balance do not take that into ac- 
count. They treat a ton of soybean meal exactly the same as a ton of 
other feeds, and I grant you soybeans have a greater feeding efficiency, 
but even recognizing that fact there is still a difference in the total 
feed output in an acre of corn and an acre of soybeans. There may 
not be exactly a 1-ton difference, but it would be at least two-thirds 
of a ton, if not more. I accept the qualification, but cannot set aside 
the difference as insignificant. I think it is very substantial. 
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Feed balance 





{In million tons] 
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Year | Total supply | Total use Year-end 
stocks 
SL 
240 175 1 
254 178 76 
256 185 iT 
247 195 52 





224 197 27 





In other words, the assumed increase in consumption and the re- 
duction in feed crops by the corn to soybean diversion would, in the 
course of three seasons, cut the current feed stocks of 70 million tons 
down to under 30 million tons which would be about a normal carry- 
over. 

The savings to the taxpayers that might accrue from this type of 
program would be sufficiently great. to warrant consideration by those 
interested in both taxpayers and farmers. The savings would ac- 
crue-from*the disposal -of 750 million bushels of-corn from Govern- 
ment stocks in a 3-year period-as corn production is cut back. As 
against carrying this amount for a number of years, say 6, which at 
the rate of 20 cents per bushel storage and interest, would cost tax- 
payers about $900 million. This proopsal would dispose of 750 mil- 
lion bushels over a 3-year period and thus cut storage costs down 
from $900 million to only $300 million. 

What would it cost to save taxpayers this $600 million? It should 
not actually cost them anything: The suggested acreage shift can 
be attained by correcting the soybean-corn price support relation- 
ship in line with the farmers’ practical sense of what needs to be 
done. 

Stepping up soybean production would increase the supply: of 
soybean meal for which we have an unfilled and expanding market. 
There is an expanding market for soybeans which is reaching record 
levels this season. 

For the increased supply of soybean oil, there is a vast unfilled 
need abroad. This trend can be extended well into the future. 
Hundreds of millions of people outside the United States, particular- 
ly in Asia, the Middle East, and Latin America, live on a substand- 
ard ration of fats and oils. Public Law 480 has demonstrated that 
our surplus farm production, especially oil, can be moved into con- 


sumption into friendly countries where a need exists as-it clearly. . 


does for vegetable oils. And this would not involve us in any argu- 
ments with competing exporting countries as in the case of grains. 

If, by chance it should be necessary to store surplus oil, temporarily, 
this would not be a hardship on taxpayers. In fact, it would be a 
real saving, for, on a per acre basis, the cost of storing the soybean 
oil is only a tenth of the cost of storing corn. 

I might add parenthetically that, without detailed study, it seems 
apparent the same potential exists for diverting corn acres to flaxseed 
in a limited area as well as diverting other grain acreage to flaxseed 
generally in the flaxseed producing area. 

In sum, wevare faced with the necessity of carrying surplus corn 
for many years to come. The storage interest and other costs are 





ae eo. ot ett TS 


~~ 4 








ol 


il- 





EXTENSION OF PUBLIC LAW 480 339 


going to be very large. Diverting corn areas and other feed stocks 
to normal and thus saving hundreds of millions of dollars. In fact, 
the savings should be so great that even this administration could 
decide to donate surplus vegetable oil for charitable relief feeding 
abroad, as wisely authorized by the Congress. 
Mr. Poacr. Thank you very much for that statement and the at- 
tached charts. If there are no questions, we are very much obliged to 
ou, sir. 
. I believe that Mr. Naughton is going to appear in behalf of Con- 
ssman Fountain, who has been called to North Carolina today. 
Mr. Naughton, I believe that you are going to read a statement for 
Mr. Fountain. 
Mr. Naueuton. Yes. 
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STATEMENT OF HON. L. H. FOUNTAIN, A REPRESENTATIVE IN 
CONGRESS FROM THE SECOND DISTRICT OF NORTH CAROLINA; 
READ BY JAMES NAUGHTON, COUNSEL, INTERGOVERNMENTAL 
RELATIONS, SUBCOMMITTEE OF THE COMMITTEE ON GOVERN- 
MENT OPERATIONS 


Mr. Poacr. We are delighted to have you. You may proceed. 

Mr. Navenron. Thank you, sir. I might say that Congressman 
Fountain had discussed his statement thoroughly with me and I am 
familiar .with-the,material in it. I think I can probably answer any 
questions you may have concerning it, and anything that’I am not able 
to provide, Mr. Fountain will be glad to furnish the committee on his 
return to Washington. Mr. Fountain’s statement is as follows: 

Mr. Chairman and members of the committee, I appreciate the invi- 
tation extended by the chairman to present this statement. 

I strongly endorse the extension of Public Law 480. This legisla- 
tion has been of great value in providing needed food and fiber to 
friendly nations of the world and at the same time helping to dispose 
of surplus agricultural commodities by increasing exports. In view 
of the prospect of continued agricultural surpluses in the future and 
a continued need for these commodities by countries which are not in a 
position to pay for them in dollars, I believe it essential that the pro- 
grams authorized under Public Law 480 be continued. 

On the whole, I think: that Public Law 480 provides appropriate 
authority for carrying out its stated purposes. I hope and trust, 
however, that the Agriculture Committee will give careful attention 
to the provisions of this complex legislation in order to ascertain 
whether improvements can and should be made. 

As you may know, I am chairman of the Government Operations 
Subcommittee which has responsibility for inquiring into the activi- 
ties of the Department of Agriculture with respect to economy and 
efficiency. This subcommittee is conducting a comprehensive investi- 


gation of the operations of the Commodity Credit Corporation. Asa 


part of this investigation, we are presently giving particular attention 
to Government financing of surplus agricultural commodity exports 
under title I of Public Law 480. Because of the complicated nature 
and tremendous size of this program, the subcommittee’s investiga- 
tion will not be completed for some time. In view of your present 
consideration of the program, however, I think it is advisable to call 
your attention to some of the information developed in our investiga- 
tion. Since the subcommittee’s investigation has not been concluded, 
I want to stress that my comments at this time represent my personal 
views as a Member of Congress and are not intended to express the 
official position of the subcommittee. 

Title I agreements under Public Law 480, as you know, are nego- 
tiated through diplomatic channels between the U.S. Government and 
foreign nations. Under the agreements, the Department of Agricul- 
ture makes available a specified dollar credit for financing of exports 
of designated surplus agricultural commodities. The foreign gov- 
ernment itself either uses the dollars to finance imports, or authorizes 
private importers to make use of the dollars for this purpose. Im- 
porting countries or firms make their own arrangements with export- 
ing firms in the United States for purchase of the designated com- 
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modity. As soon as the exporter loads the commodity on board shi 
he submits a copy of his sales invoice, along with copies of the bil) of 
lading, to a designated bank (usually in New York) and is imme. 
diately paid the face amount of the invoice by the bank. The bank, in 
turn, is immediately reimbursed for this payment by the Department 
of Agriculture. The importing country or firm pays the agreed price 
in local currency to a designated bank in the importing country, where 
it becomes available for use by the U.S.Government. A large propor. 
tion of the funds developed through title I transactions has been loaned 
back to the importing country. 

In title I transactions, CCC pays out dollars for foreign currency 
at an agreed exchange rate. In some cases the agreed exchange rate 
has been more favorable than the free market rate. In order to pre- 
vent title I transactions from being used to convert foreign currency 
into dollars at a profit, Department of Agriculture regulations specify 
that the exporter’s sale price must not exceed the prevailing range 
of export market prices. Each transaction is reviewed by the Depart- 
ment to ascertain whether it is in compliance with the price regulation 
and a claim is supposed to be made against the exporter if the price 
is excessive. The ICA also conducts price review on section 402 
transactions. 

From the beginning of the title I program in 1954 until June 30, 
1959, title I agreements were negotiated covering commodities with an 
export market value of more than $3.3 billion. Actual shipments 
during the same period amount to nearly $3 billion. About.$2:billion 
more has been expended to finance exportation of surplus commodities 
for foreign currencies under programs authorized by sections 550 
and 402 of the Mutual Security Act and administered by the Inter. 
national Cooperation Administration and its predecessor agencies, 
Procedures used under these programs are similar in most respects to 
those used under title I. 

Transactions under title I have been handled, almost without excep- 
tion, through private exporting firms. However, the commodities 
shipped usually either come from stocks of the Commodity Credit 
Corporation or are subsidized for export by that agency. In some 
instances, commodities which are neither held in inventory nor sup- 
ported by CCC—such as evaporate milk and poultry—have been 
authorized for export under title I upon a finding by the Secretary 
of Agriculture that they were in surplus. 

Although exact figures are not available, our investigation indicates 
that a comparatively small number of firms have received the bulk of 
Government funds expended to finance exports under title I. I would 
estimate, on the basis of preliminary information, that less than 10 
firms have probably received at least half of the billions of dollars 
expended by CCC and ICA to finance commodity exports in the last 


| 
| 


| 
| 


| 


5 years. If grain shipments only are considered, I would judge that | 
five large firms probably handled more than half of the Government- | 
financed shipments. A number of the largest firms, incidentally, | 


although incorporated in this country, are essentially worldwide com- 
modity traders owned or controlled by foreign interests. 

I should like to call the attention of the Agriculture Committee 
to certain areas of weakness or possible weakness in the manner in 
which the Department of Agriculture in administering the title I 
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program. Ordinarily, I would prefer to \ aut, until our investigation 
was completed before making any comments, but at your chairman’s 
request, I am calling these matters to your attention at this time 
in view of your current study of the title | program, o want to stress 
that any critical comments I might make concerning the manner 
in which the program is being administered should not be interpreted 
as opposition to the program itself, since I strongly support its 
continuation. , 

Congress has a difficult task in trying to ascertain whether the title 
[ program is being administered effectively and economically and 
whether changes should be made. This job is made even more difli- 
cult, in my opinion, by the failure of the Department of Agriculture 
to provide Congress with complete and unslanted information con- 
cerning the manner in which the program is working. This situa- 
tion is certainly not limited to the title I program and—human nature 
being what it is—perhaps it is too much to expect the Department to 
voluntarily disclose program weaknesses while it is claiming accom- 
plishments. I have noticed, however—as I am. sure you have—that 
the Department is plentifully supplied with favorable information 
which it disseminates widely. 

On the other. hand, even though the Department may be aware of 
things that are wrong with a program, a congressional committee will 
seldom receive this information unless it really digs for it. And 
when we do request information which might disclose waste or poor 
alministration, the Department sometimes either takes an unreason- 
ably long time to release it or even tries to refuse it altogether. 

I have learned through experience, also, that reports which are 
furnished by the Department do not always give a complete and fully 
informative picture. For example, our subcommittee has been receiv- 
ing for some time what we presumed were copies of all agreements 
signed under title 1. During the course of our current investigation, 
however, we learned that the published agreements furnished to con- 
gressional committees are not always complete. According to the 
testimony of Agriculture Department witnesses, important parts of 
agreements are sometimes contained in separate documents which are 
kept. secret. No notice is given in the published agreements that they 
are not complete. 

The basic: weakness in the administration of the title I program, I 
believe, is the apparent. failure of responsible officials of the Depart- 
ment of Agriculture to appreciate the value of a dollar and to take 
ordinary commonsense precautions in spending the taxpayers’ money. 

The Commodity Credit Corporation buys and sells billions of dol- 
lars worth of commodities every year. Its inventory is larger than 
the combined total inventories of the five largest U.S. industrial 
corporations. An increase or decrease of a fraction of a percent in 
operating costs means literally millions of dollars to the taxpayers. 

Officials of private corporations many times smaller than the CCC 
are, I am sure, constantly on the alert to make savings or additional 
profits for their stockholders. They keep closely informed about 
their operations in order to insure that there are no unnecess: ry or 
wasteful expenditures and that. sales are not made below the market 
price. No one expects a Government agency to be run as a profit- 
making organization or exactly like a private business, but the Gov- 
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ernment’s business should be conducted as carefully as %& prudent 
private businessman would conduct his own ree 

Unfortunately, this is not always true of the Commodity Credit 
Corporation. ‘Too often congressional investigations have shown in- 
stances of waste and carelessness in the operation of the CCC. More- 
over, in most of these cases, those in charge of the CCC apparently 
either did not know or did not care what was going on, because it was 
obvious that Government money was being wasted. As an example, 
our investigation of CCC activities revealed that dry milk sold by 
CCC for less than 10 cents per pound had been resold to the Army 
for 34 cents per pound. The documents provided to CCC as proof 
of export showed clearly that the milk was being resold to another 
Government agency at more than triple the CCC sale price. Yet, 
so far as I know, no CCC official ever questioned these transactions 
until after the subcommittee investigation. 

Since 1954, the International Cooperation Administration and its 
predecessors have spent about $2 billion to finance exportations by 
private firms of surplus agricultural commodities for foreign cur- 
rency. A very substantial portion of these commodities came from 
CCC stocks and much of the remainder was subsidized for export by 
CCC. The subcommittee’s investigation has developed evidence of 
extremely large margins, in some cases, between the price at which 
CCC sold commodities and the price at which ICA financed the iden- 
tical commodities for export. For example, CCC sold 7,000 tons 
of broken rice at an average price of about $38 per ton; ICA paid 
$58 per ton to have the same rice shipped overseas, a difference of more 
than $100,000 on just one transaction. Yet the head of the Com- 
modity Credit Corporation, when asked whether there was coordina- 
tion between CCC and ICA with respect to prices, testified : “I don’t 
know why there should be * * *” and went on to say that as long 
as an exporter got the commodity purchased from CCC out of the 
country within the specified time “* * * that is all we are interested 
in.” 

It is bad enough that CCC officials have never been interested in 
comparing their sales prices with the prices at which ICA was 
financing export of the same commodities. What is even worse is that 
CCC officials have seldom even compared their sales prices with the 
prices at which their own agency was financing the identical com- 
modities for export. 

The Department of Agriculture does conduct a price review on 
transactions it finances, and that portion of the price which exceeds 
“the prevailing range of export market prices” is ineligible for finane- 
ing. However, price review procedures leave much to be desired. 
The subcommittee’s investigation disclosed that the Department of 
Agriculture relies primarily upon competition to keep prices at reason- 
able levels. However, selection of importers is left entirely to the 
discretion of the foreign government concerned; the Department has 
no procedures designed to insure that exporters are selected on a fair 
and competitive basis. Furthermore, many so-called sales are between 
two branches of the same worldwide firm, a situation in which com- 
petition obviously is not a factor. Affiliated firms, in fact, might 
often be tempted to increase prices, rather than decrease them, in 
order to exchange foreign currency into dollars at a favorable rate. 
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Even if competition did give reasonable assurance that prices were 
not excessive—and I do not think it does—the Department of Agri- 
culture's dependence on it would still be an abdication of the Depart- 
ment’s own responsibility for assuring wise and careful expenditures 
of public funds. 

The Department of Agriculture bases its price review on a com- 
parison of the price charged by the exporter with the “prevailing 
range of market prices” on the date of the sale. However, with the 
exception of cotton, the Department has no knowledge of a ‘sale until 
weeks or months later when banks which have made payment to ex- 
yorters apply to CCC for reimbursement. At that time a statement 
by the exporter as to the date the sale was made is submitted. Since 
the price of the commodity concerned may vary considerably between 
the alleged contract date and the date CCC receives notice of the trans- 
action, there is an obvious oportunity for submission of false contract 
dates in order to justify otherwise excessive prices. Furthermore, 
under this system, a firm could make a contract. with a subsidiary to 
be financed by CCC and then back out without penalty in the event an 
increase in the price of the commodity made it more profitable to sell 
elsewhere. 

At the time the price review is made, CCC funds have already been 

paid out to banks which in turn have paid the exporters. Thus, if 
leasing prices are discovered, it is necessary to attempt to collect 
claims rather than simply withholding payments. Although CCC has 
authorized banks to pay out several billion dollars on its beh: alf, it has 
specifically released banks from liability in the event they make pay- 
ments to companies furnishing price review documents which are in- 
complete or obviously irregular. 

The Department of Agri iculture does not have—or at least did not 
have when our investigation began—uniform price review procedures. 
Instead these proc edures vary from commodity to commodity. They 
are set forth in letters and telegrams issued by different commodity 
divisions, and are not available in compiled form. There is little, if 
any, centralized control over the price review procedures—in fact, 
the subcommittee made a diligent inqiury concerning cotton price 
review and was unable to find any official in Washington who would 
admit to knowing what those procedures were, let alone how they 
were working. 

Even though CCC and ICA were both conducting price reviews on 
the same kind of transactions involving the same firms and the same 
commodities, their procedures varied widely and we found no evidence 
that either agency had ever made any attempt to coordinate such 
procedures. 

The subcommittee found that personnel making grain price reviews 
had instructions not to file claims even where they determined that 
prices were excessive, unless the price exceeded the average market 
price by a specified tolerance of as much as 4 cents per bushel. This 
tolerance was made known to the grain trade, and the subcommittee 
has evidence that the trade took advantage of this knowledge. 

Cotton price review, until after the subcommittee’s investigation, 
was apparently based on the domestic price of cotton, even though 
CCC was selling cotton for export at prices at least $30 per bale lower. 
The head of the New Orleans commodity office, which handles cotton 
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price review operations, admitted that their procedures were “pretty 
sorry.” ; 

The Department of Agriculture has little real assurance, partiey- 
larly with respect to cotton, that the quality and quantity of a com- 
modity financed is actually delivered to the importer. The Depart- 
ment has financed exportation of more than 3 million bales of cotton 
at a cost of over $500 million. However, unless it was specifically 
requested by the importer, to the best of our knowledge none of this 
cotton was inspected by the Department to make sure it was the qual- 
ity it was represented to be. ‘The subcommittee has found a number 
of instances where cotton purchased from the CCC was resold under 
Public Law 480 as a much higher quality. In one case, for example, 
the General Accounting Office traced 206 bales of cotton sold to an ex- 
porter for about $95 a bale. The exporter claimed that the cotton 
was a lower grade than represented in the CCC catalog and received 
an average refund of about $20 per bale, making the cost per bale to 
the exporter approximately $75. The same cotton was then sold 
under Public Law 480 as a much higher grade, and CCC financed 
this transaction at a price of $124 per bale, a gross margin of $49 
per bale. The head of the New Orleans commodity office told the 
subcommittee that he had recommended that CCC inspect all cotton 
being financed under Public Law 480 but that the cotton trade opposed 
this and his recommendation was not adopted. 

At the request of the “trade,” Department of Agriculture regula- 
tions provide that claims for excessive pricing on title I transaetions 
will be made within 90 days or not at all. This, in effect, means that 
the Department has adopted an administrative statute of limitations of 
only 3 months—many times shorter than the legal limitations provided 
for Government claims. The advantages to the trade are obvious, but 
it is difficult to see any benefit to the taxpayers. Agriculture Depart- 
ment witnesses claimed the provision was necessary to relieve the 
companies of burdensome preservation of records. However, it is in- 
teresting to note that the International Cooperation Administration, 
which deals with the same firms on the same type of transactions under 
section 402, has no such arbitrary limitation on claims. Most of its 
claims, in fact, are made after the 90-day period has passed. 

It is interesting, also, to compare the record of the Department of 
Agriculture and the ICA with respect to claims collected. Even 
though ICA procedures were far from adequate, that agency collected 
$1.6 million in claims on some $383 million in transactions examined, 
Nearly 80 percent, by value, of the claims filed were collected, and 
only about 20 percent were withdrawn or still pending. CCC, on the 
other hand, examined transactions totaling well over $1 billion and 
filed 155 claims amounting to $1,207,000. Only 12 claims, totaling 
$24,000, or 2 percent, were collected ; 66 claims, amounting to $202,000, 
or 23 percent, were still pending; and 77 claims, totaling $901,000, or 
74 percent, were withdrawn. CCC officials had no comment to make 
concerning this comparison. 

Although some refunds have been made as.a result of complaints by 
importers, to the best of our knowledge CCC has never made a single 
claim on the more than $500 million in cotton transactions it has 
financed. 
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[am sure you have noticed, as I have, an apparent tendency on the 
part of the fopartment of Agriculture to try to excuse transactions 
with private firms which result in waste of the taxpayers’ money on the 
grounds that Congress directed the Department to utilize private 
channels of trade and therefore it had no alternative. 

[think this kind of excuse is completely invalid. 

It is quite true that Congress has stated, on numerous occasions, that 
private channels of trade should be utilitzed “to the maximum extent 
practicable.” This is not, however, a mandatory directive to use pri- 
vate firms under any and all circumstances. It simply expresses, in my 
opinion, the intent ion of Congress that private firms should be utilized 
whenever such firms are in a position to provide necessary services at a 
reasonable cost. On the other hand, the interpretation which the De- 
partment appears at times to be suggesting, would mean that Congress 
intended to require the use of private firms to provide unnecessary 
services at excessive costs. I doubt that you will find many Members 
of Congress who would take that position, particularly when some of 
the major beneficiaries of such a policy would not even be U.S.-owned 
firms. ‘ 

I think the intention of Congress is well expressed in the following 
language adopted by the Foreign Affairs Committee without dissent in 
its report on the Mutual Security Act a few weeks ago: 

The committee desires to emphasize that language in the act with respect 
to use of private channels of trade ‘‘to the maximum extent practicable” should 
not be construed as a mandate that private trade channels be used under any 
and all circumstances without consideration of the cost to the American tax- 
payer. It should be clear, under any reasonable interpretation of the iaw, that 
ICA is not required to finance exportation and sale for foreign currencies of 
surplus agricultural commodities in a manner which results in excessive costs 
to the taxpayers. Questions of efficiency and economy should be carefully con- 
sidered in determining whether and how it is “practicable” to use private 
channels of trade in particular transactions. 

I could place more credence in the Department’s apparent. conten- 
tion that it has been forced to waste money because it was obliged to 
follow the policy of Congress if it had not been for some past expe- 
rience with the Department on this very point. You may recall the 
“cheese” cases which our subcommittee investigated some time ago. 
In them, the Department “bought” cheese and butter and immediately 
resold it to the same companies at a lower price without ever mov- 
ing it, sending the companies involved checks for the difference in 
prices totaling more than $2 million. Our subcommittee concluded 
that these weird transactions were not in accordance with the law. 
Our conclusion was supported by the Comptroller General, the At- 
torney General, and the decisions of every Federal judge who ruled 
on the resulting court cases. To the best of my knowledge, however, 
the Department of Agriculture still maintains that it had a perfect 
right to do what it did. 

Mr. Poace. Would you mind an interruption right there? 

We have before this committee today a bill to authorize the Depart- 
ment of Agriculture to sell commodities that are presently held in the 
rivate storage houses of private concerns back to the same concerns 
rom whom they were bought at considerably less than the prices at 
which they were bought. 
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That is primarily intended to take care of powdered milk. As 
you know, the price on milk is supported by the Government buyin 
powdered "milk at substantially more than the world price. But y wit 


the milk still in the vaults of the processors the Government is ex- | 


pected to sell it back to the processors at considerably less than the 
Government paid for the milk. 

Now the processors sell it on the world market for whatever they 
can get for it, presumably at more than the price at which the Gio. 
ernment sold it back to them. Is not that simply authorizing the 
same thing that the cheese causes prohibited ? 

Mr. Naveuton. There would be one difference in that the commodi- 
ties would be exported. 

Mr. Poace. That is right. 

Mr. Naueuton. In the cheese cases, both the purchase and resale | 
were made simultaneously on the domestic market. What in fact 
happened under the Department regulation—and it was easily per- 
mitted by the manner in which they carried out the cheese transac- 
tions—was that companies, including such firms as the Giant Food 
Stores here in Washington, simply declar ing their cheese inventories 
and received a Government payment on them. In the situation you 
described there would be a difference in that the commodity actually 
would be exported and taken off the domestic market. 

I might comment that apparently the Department is now seeking to 
clarify “doubt as to the legality of this type of transaction because 
they have been doing ex xactly this for the past 2 or 3 years. 

Mr. Poacr. They are still doing it. 

Mr. McIntire. What recommendation would you make in relation 
to this character of transaction? Is it your thought that there should 
be physical movement of the commodity as it tr: ansfers into Govern- | 
ment title? 

Mr. Naucuron. My personal opinion on this kind of transaction is 
that the physical movement probably would be an unnecessary ex- 
pense where the commodity is going to be exported. Actually a resale 
at a lower price of the same commodity to the firm from which it was 
purchased is simply a device for paying an export subsidy on the 
product, and if you are going to pay an export subsidy it seems to me 
the simplest method would be to pay the export subsidy directly and | 
not fool around with a purchase and resale transaction. The Depart- | 
ment, I think, has ample authority to pay export subsidies under pres- | 
ent legislation. However, it has chosen—for what reason I am not | 
certain—to carry out a rather questionable purchase and sales trans- 
action instead of utilizing the authority it has to make direct export 
subsidy payments. 

Mr. JOHNSON. en ane matter came about when parity was low- 
ered from 90 to 75; is that not correct ? 

Mr. NauGcuron. ly es. 

Mr. Jounson. I think the history of that shows that most of the 
milk processors started paying less for the milk after March 1. The 
cheese that they had in stock was not from milk for which they paid | 
90 percent of parity. The theory of the Government was that this | 
money should be channeled back to the farmer, but it never got back | 
to the farmer. 
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Mr. Naveuton. The legal cases were based simply on the proposi- 


tion that the Department of Agriculture had legal authority to pur- 


chase commodities and to make sales of commodities, but it had no 


| jegal authority to engage in a transaction for making a direct pay- 
| ment to firms on their inventories under the guise of a purchase and 


resale. . 
Mr. Jounson. Most of these companies knew, or did know when 


they sold it, that they were going to get a refund on it. 

Mr. Naucuron. The cheese never moved, and the Government sim- 
ply sent them a check c: leulated on the amount of cheese declared in 
the transaction. 

With respect to your question about the price of manufactured 
milk being lowered to the farmers, the evidence brought out at our 
hearings indicated that although the support price did not go down 
until April 1, the price being paid to the farmer started going down 
around March 1. 

Mr. Poace. You may proceed. 

Mr. Naucuron (continuing reading Mr. Fountain’s statement). In 
the present situation, I might note that Agriculture Department offi- 
cials testified that they felt that Congress intended any benefits result- 
ing from use of private trade channels should accrue to U.S. firms. 
Yet the Department’s regulations are so loose that these officials had 
to amit that if Amtorg, the Russian state trading agency, were incor- 
porated in New York it would qualify asa “U.S. firm.” 

It would hardly seem appropriate, moreover, for the Department 
to contend that there is a mandatory directive to use private trade 
channels in all cases since the Department has made direct govern- 
ment-to-government sales on at least a few occasions. 

I should like to emphasize that I would personally like to see 
commercial exports expanded and the role of Government reduced, 
wherever this is possible on a sound basis. One of the most important 
purposes of Public Law 480 is to stimulate and facilitate the ex- 
pansion of foreign trade in agricultural commodities. Although 
many studies have been made, if the Department has conducted a 
really objective and critical analysis of the foreign trade situation 
with a view to permanent expansion of commercial agricultural ex- 
ports, it has not come to my attention. I am sorry this has not been 
done, because we need to be accurately informed about our export 
situation. We need to know whether our activities have really ex- 
panded exports with some hope of continuation or whether what we 
think are markets will disappear the moment we stop financing ship- 
ments. 

We need to distinguish, in my opinion, between exports that are 
essentially Government-aided commercial shipments and exports 
which are essentially gifts to foreign countries without real prospect 
of developing markets. It is easy to see the benefit to the national 
economy which can result from Government assistance in developing 
commercial markets. Most of us would agree, also, that gifts of 
surplus commodities to less fortunate nations generally have been 
and are desirable. However, it would be difficult to justify unneces- 
sary dollar expenditures to channel what are essentially gifts through 
private firms. 
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I have been able to cover only a very small part of the informatioy 
developed in our investigation. I am sure no one needs to remind you 
of the complicated nature and vast extent of the title I program. Qur 
subcommittee will do its best to prepare a comprehensive and objective 
report on this subject, but it will be many months before we can com- 
plete our investigation. 

In order to be as helpful as possible at this time, I should like to 
make the following recommendations representing, of course, my 
personal opinions rather than the official position of the subcommittee, 
They are necessarily based on preliminary and sometimes incomplete 
information. In some cases, also, the Department may already have 
begun corrective action as a result of our investigation. As you 
will note, all of these recommendations could be carried out by the 
Department of Agriculture and other agencies concerned without 
additional legislation. I want to make it clear that the matters I 
have criticized are not due, so far as I have observed, to Public Law 
480 itself but to the regulations adopted by the Department and the 
manner in which the program has been operated under those regula- 
tions. 

In my opinion, the most important single step that can be taken to 
insure greater economy and efficienc v in the operation of the title I 
program is for Department of Agriculture officials to inform them- 
selves completely about their operations and to take commonsense 
precautions to see that they are getting a dollar’s worth of value:for 
every dollar they spend. I w ould specifically recommend that the 
Department of Agriculture: 

I. Take immediate action to improve coordination between the vari- 
ous Federal agencies having resp sonsibilities with respect to exporta- 
tion of agricultural commodities. 

Il. Make a thorough study of present methods of administering 
programs for Government-financed exports of surplus agricultural 
commodities, with the view of obtaining greater economy and efli- 
ciency in such programs. Such a study should include consideration 
of— 

(a) What services are performed by companies participating In 
title I transactions where the commodities involved come from CCC 
stocks or are subsidized by CCC. The study should ascertain whether 
the services performed are necessary, whether the cost to the taxpayers 
is reasonable, and whether it would be more desirable to compensate 
firms performing necessary services as brokers or agents rather than 
as entrepreneurs: 

(6) Whether the present method of allowing banks to make pay. 
ments on behalf of CCC without opportunity for prior audit properly 
protects the public interest. 

III. Strengthen CCC price review and claims regulations and pro- 
cedures, including : 

(a) Requiring exporters to furnish contract information (such 
as quality, terms of payment, delivery terms, and any other data 
which might affect the price) on the date the contract is made in the 
case of all large transactions; 

(6) Taking adequate steps to insure that the quality and quantity 
of commodities delivered in title I transactions are in accordance 
with the quality and quantity financed ; 
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(ec) Comparing prices at which CCC sells commodities with the 
rices at. which it finances commodities to insure that margins are 
reasonable ; 

(d) Eliminating the arbitrary tolerance now being allowed before 
making ¢ ‘laims on grain tr ansactions ; 

(e) Eliminating the arbitrary 90- ‘day limitation on claims. 

The above suggestions are, of course, not intended to cover all aspects 
of CCC financing of commodity exports, but simply to bring some 
of the more important points to the attention of the Agriculture Com- 
mittee. I will be glad to prov ide any further information T have that 
may be | 1e Ipful to the committee. 

Mr. Chairman, I am prepared to answer any questions that the 
members may have on Congressman Fountaini’s ‘statement. 

Mr. Poacr. We appreci: ite your statement. 

Are there any quepaons § 

Mr. Horven. Mr. Naughton, you pointed out in your statement 
that Mr. Fountain is chairman of the Gov ernment Operations Sub- 
committee which has the responsibility for inquiring into the activi- 
ties of the Department of Agriculture with respect to economy and 
efficiency, and that the subcon mittee is presently conducting a compre- 
hensive investigation of the operations of the Commodity Credit 
C spore aut ion. 

Mr. Navcuton. Yes, sir. 

Mr. Horven. And that the investigation will not be concluded for 
some little time ? 

Mr. Navenron. I would guess, sir, it would probably take at least 
a year to complete it. It has been going on over a year already. 

"Mr. Hoeven. I believe you are the chief counsel for the subcom- 
mittee ? 

Mr. Nauveuton. I am the only one, sir. 

Mr. Hoeven. Your sti itement discloses that some of the charges may 
be a bit premature in that the Department has changed or is in the 
process of changing some of its regulations in order ‘to correct some 
of the matters you have found objectionable. 

Mr. Naventon. There may be some improvements being made, sir. 

As to the criticisms that are being made, I think that as of the last 
time we had accurate information ‘they do represent the chairman’s 
view. He did want to point out that the investigation is still con- 
tinuing. 

Mr. Horven. You make specific recommendations. Have those 
recommendations been called to the attention of the Commodity Credit 
Corporation / 

Mr. Naveuron. They have been sent to the Secretary of Agricul- 
ture; yes, sir. 

Mr. Horven. So he has the benefit of the same information we are 
receiving here ? 

Mr. Naueuton. Yes, sir. 

I might say although the chairman’s recommendations were only 
sent down yesterday, ‘I think most of the recommendations are ob- 
vious when you are familiar with the facts involved. 

Mr. Horven. I wanted to clarify the situation so that our committee 
would not be expected to submit the recommendations to the Depart- 
ment, if they already have them. 





354 EXTENSION OF PUBLIC LAW 480 


Mr. Naveuton. They already have them. 

Mr. Poace. Mr. Gathings. 

Mr. Garuines. Has your subcommittee been working on the barter 
program to any extent ? 

Mr. Naveuton. No, sir; we have not studied the barter program to 
any extent. 

Mr. Garutnes. Under the barter program I do not think it would 
be possible for any of these shenanigans to go on. 

Mr. Naveuton. I could not comment on that. I have not studied 
it. 

Mr. Garuines. Under the barter program the Government is paid 
in strategic materials and in that w ay the Government gets value re- 
ceived. Do you anticipate delving into the barter program to any 
extent ¢ 

Mr. Naventon. We are interested and we may go into it but we have 
gone further into the title I program and the straight dollar sales, 

Mr. Gaturnes. You have given us some very valuable information, 

Mr. Jenninos. If the gentleman will yield, I think there might be 
some manipulation in the barter program as well as in this. 

Mr. Garutnes. No, the value is there. 

Mr. Jennincs. The value is here in these commodities, but if you 
can manipulate the values here you can manipulate the values of 
strategic materials. 

Mr. Garurnes. The price is fixed by the Government of the United 
States and you use that figure. 

Mr. JennrinGs. Not necessarily. 

Mr. Gaturnes. I think there may be instances where that figure may 
not have been used. I am asking the witness whether or not they have 
gone into this. 

Mr. Jenninos. I think it is something we should know, but I think 
there is also a question that there might be some manipulation i in the 
barter program as well as in this. 

Mr. Garurnes. There may be. 

Mr. Marruews. Mr. Chairman. 

Mr. Poace. Mr. Matthews. 

Mr. Martruews. I should like to make an observation. I appreciate 
very much this splendid report as read by Mr. Naughton. I think his 
great committee is doing a fine job. 

I do not want to be unduly critical of anyone, but the other day I 
commented that the men who store the agricultural commodities are 
getting about $1 billion for storage and “they are the fat cats, in a 
sense. It seems to me under Public Law 480—and I do not mean tobe 
too critical—but it looks to me like we have more fat cats among the 
importers and exporters than among the farmers who produce these 
commodities. Out of the hearings we have had under Pubic Law 480 
the thought comes to me that I hope we do not lose sight of the man 
who produces these commodities. I know this committee will not. 

Mr. Naventon. Congressman Fountain has been very much con- 
cerned because many of the costs of the Department of Agriculture’ 
programs are being charged to the farmers in public statements when 
actually the benefits of these costs are going to warehousemen, ex- 
porters, and others who have no connection with the farmers. 
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Mr. Marruews. That is a wonderful statement and pinpoints the 

int we on this committee try to get across. We have wonderful re- 
porters here and I know they are doing their job the best they can, but 
somehow we never get that point across to the public: That many of 
the published costs of these programs should not be charged to the 
farmers but to other segments of our economy. 

Would you have any idea as to what percentage of the cost of Pubile 
Law 480 might be properly charged to business, to exporters and to 
importers, rather than to the farmer who produces the agricultural 
commodities ? 

Mr. Naueuton. No, sir; I could not really make an intelligent ob- 
servation on that at this stage of our own investigation. There are a 
very few extremely large firms that have done most of the business 
and received most of the funds paid out under title I. This, of course, 
represents the gross price and you would have to subtract from that 
the cost of the commodity that they are shipping and whatever other 
expenses they might have had. I would judge that one or two firms 
have received over half a billion dollars apiece in government funds. 
From that amount you would have to subtract the cost they had in 
acquiring the commodities and any other costs they may have had. 

Qn some individual transactions we have been able to trace, for 
instance rice, the margin between the price at which CCC sold a com- 
modity and the price at which it was financed for export has been 
extremely large. That situation is showing up in some cotton trans- 
actions also. 

As Congressman Fountain mentioned in his statement, one trans- 
action traced by the General Accounting Office showed a gross margin 
of $49 a bale. From that would have to be subtracted the handling 
costs, freight, and overhead. In other transactions the range is as 
high as $60 a bale on identical bales acquired from CCC and others. 

Mr. Matrrnews. When the stock of CCC is restored, in the minds 
of the American public all of that cost is attributed to the American 
farmer / 

Mr. Naveuton. All the profits made by firms on these transactions 
are charged up to the agricultural appropriations. The farmers, of 
course, get no benefit from these expenditures unless they happen to 
have an interest in those firms. 

Mr. Coap. Mr. Chairman. 

Mr. Poage. Mr. Coad. 

Mr. Coap. Mr. Naughton, I appreciate very much your appearing 
before this committee and presenting this statement on behalf of your 
chairman, Mr. Fountain. I daresay that what you have presented 
here, though it is preliminary, still indicates a domestic scandal. I 
would like to ascertain whether or not-in your opinion, as things have 
developed’ in your committee up to the present time, there had been 
any kind of information circulating among the various divisions of 
the Department of Agriculture, prior to your investigation of this 
affair, that. something needed to be done here to hold down these costs 
in the manner that these exporters were getting away with taxpayers’ 
money ¢ 

Mr. Navueuton. No, sir; we found very little evidence of that. I 
cannot recall any instance of it offhand, 

One of the significant things we have noted in our investigation is 
that the Department makes extensive use of advisory committees 
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which are made up of members of the trade buying from the Depart- 
ment. Congressman Fountain, as long as 2 or 3 years ago, com- | 
mented on this situation and as I recall he suggested that by having 
the same firms which are dealing with CCC advising CCC as to its 
policies, the Department of Agriculture had a situation where there 
was a built-in conflict of interest. That is one of the factors we have 
noted, and, as the chairman mentioned in his statement, the head of 
the New Orleans CCC office recommended that CCC inspect every 
bale of cotton being shipped under title I to make sure it was the 
quality it was represented to be, but this recommendation was objected 
to by the trade and it was not adopted. 

Mr. Coan. In other words, there were instances where the Depart- 
ment of Agriculture had knowledge, at least to some extent, of what 
was going on ? 

Mr. Naveuton. Practically all the facts contained in the chair. 
man’s statement consist of information that we have obtained with 
the help of the General Accounting Office and by inquiring of Depart- 
ment of Agriculture officials. It certainly would have been much 
easier for the Department to obtain this information on its own than 
for our subcommittee to find it with a total staff of two or three 
people. 

Mr. Coan. From your investigation would you say there were 
specific individuals who had specific information, at least in part, in 
the Department of Agriculture, of the nature you have presented so 
that they knew there was finagling going on ? 

Mr. Naventon. I am sure that people in the Department had to 
know about the various matters mentioned here. Whether they put 
two and two together to make four, I am not certain. 

Mr. Coap. And this has been an expense to the taxpayers? 

Mr. Naventon. I would hesitate to comment in advance of the 
committee’s report, but certainly there are numerous instances where 
there has been what appears to be waste of taxpayers’ money. 

Mr. Coan. In the recent economic report of the President he said 
that certain programs of the Department of Agriculture added to 
inflation, and here are items that are costing the taxpayers unneces- 
sarily and adding to inflation, and nothing was done about it ina 
branch of the executive department that is so highly critical of 
inflation. 

Do you have any instances wherein there happened to be a private 
grain handler who profited from a gift of grain on the part of this 
country to any other nation ? 

Mr. Navenrton. I think you may be referring to the Congressman’s 
comment about distinguishing between gifts and sales? 

Mr. Coap. That is right. 

Mr. Naveurton. I think he meant to suggest at that point that we 
presently make gifts to foreign nations under title II and these are 
handled as direct government-to-government shipments. I think what 
he meant to emphasize was that we should not finance under title I 
transactions which are essentially gifts, in other words, where we 
have no hope of being repaid, and the transaction is a gift rather 
than a sale. I think it was his idea that you should examine these 
transactions to make sure you do not incur additional costs by handling | 
what is essentially a gift as a sale. 
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Mr. Coap. He was not referring to the fact title passed from this 

Government to a private grain firm and then reverted to this foreign 
ry? Aa 

ae. Se sicrtiint: No; he was not thinking of any specific instance. 

He was pointing out something to be cautious of. 

Mr. Srusetertetp. Mr. Chairman. 

Mr. Poace. Mr. Stubblefield. 

Mr. Srussierievp. In other words, we ought to preclude a private 
dealer from making a profit out of a gift. 

Mr. Poace. Mr. Breeding. 

Mr. Breeprnc. I appreciate your remarks and I certainly think you 
contributed a great deal to this committee. 

I should like to ask you one question. On the last page of your 
statement near the bottom of the page, subparagraph (d), you say, 
“eliminating the arbitrary tolerance now being allowed before making 
claims on grain transactions.” 

Does that have to do with the inspection of grain? 

Mr. Naveuton. No; it has to do with the price review being made 
by the Agriculture Department under Public Law 480. The Depart- 
ment regulations provide that it will not finance that. portion of an 
exporter’s price which is above the prevailing range of export prices. 
So the Department makes a price review and if it determines a price 
which it has financed is excessive, it is supposed to make a claim for 
the excess. However, the Department has given instructions to the 
people making the grain price review that they are to add to the 
average export market price an arbitrary tolerance which is as high 
as 4 cents per bushel on some commodities. If the price does not 
exceed the average price plus the 4-cent tolerance, the Department 
will not make a claim even if the price is found to be excessive. 

This knowledge was given to the trade and we have information 
they have taken advantage of it. 

Mr. Breepinc. Do you have any information as to the quality 
exporters are sending overseas? 

Mr. Naveuton. Primarily as to cotton. 

Mr. Breepinc. Have you made any invetigation as to the kind of 
wheat that gets overseas / 

Mr, Navueuton. We did have a rather interesting investigation 
about 2 years ago, which we have not concluded but have nét been 
able to pursue actively recently, with respect to wheat that had been 
stored in tents and had very seriously deteriorated. 

Mr. Brreptnc. The reason I bring this up, I know of shipments 
where wheat has been mixed up with other grains and a certain per- 
centage of sand and dirt which may be unfit for consumption, 

Mr. Naventon. We know of some wheat that was sold for export 
which was not fit for human consumption. That was wheat stored 
in tents, some at St. Joseph, Mo., and some at Fort Worth, Tex. 

Mr. Brreptnc. Does the Government have control over those ship- 
ments ¢ 

Mr. Naverrton. We are trying to find out if any of this unfit wheat 
was financed by the Government. We have found at least two ship- 
ments of unfit wheat that apparently were shipped under Govern- 
ment financing. 
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Mr. Breepinc. It seems to me that has a lot to do with our losing 
our world market. 
Mr. Naventon. We have seen a good deal of evidence of complaints 

by foreign importers about the quality of wheat received and that 
has caused a reluctance on their part to take U.S. wheat in prefer- | 
ence to Canadian wheat or wheat from other countries, 

You may recall that the Bunge Corp. and other corporations im. | 
ported unfit wheat from Canada, then exported it as U.S. wheat and 
illegally claimed a subsidy on it. The Senate Agriculture Committee | 
looked into that in 1952 or 1953. The Government has recovered 
claims of around $2 million, I think, against Bunge and others. 

Incidentally, the same firms which were involved in fraudulent 
claims for subsidies on unfit wheat are the very firms, most of them, | 
which are the largest dealers in the CCC grain under title I. 

Mr. Poace. Mr. McIntire. 

Mr. McIntire. I appreciate the statement of Mr. Naughton. Iam | 
sure that Congressman Fountain’s examination into these transac- 
tions is entirely appropriate. I am confident that the inquiry will be 
made in a constructive climate. It is understandable, however, it is 
much easier to criticize people afterward than it is to administer 
some of these programs because, by virtue of the magnitude of the 
supplies available and the pressure of interest, I would say, on the 
part of all parties that these commodities be moved, there is oppor- 
tunity of human error involved in some particular transaction. 

So I express the confidence that your committee will recognize these 
very heavy problems under which the Department has the final re- 
sponsibility. I find in myself it is often easy to go in afterwards and 
say, “You ought to have known better” when you do not have the re- 
sponsibility of decision yourself. So I sincerely hope and express the 
confidence that your committee’s work will be entirely in the frame- 
work of improving these transactions, recognizing the overriding prob- 
lem that these commodities are here and the Department is using 
every opportunity to move them. 

Mr. Coap. Will the gentleman yield ? 

Mr. McIntime. Yes. 

Mr. Coap. I am reminded of the conversation yesterday engaged in | 
between one of the witnesses and Mr. Poage—and this was with the 
people from the Audit Division—as to whether or not they had been 
as punctilious in big transactions as they had been with widows and | 
orphans in checking social security rights, and so forth. I am re- 
minded there is a parallel here this morning. Because it is big there | 





may be a tendency to say that because of the vastness it is natural that 
an error may occur. 

There is a case I am investigating in my district where a farmer— 
and he is a small farmer having a difficult time—is in trouble with 
the county ASC committee as to whether or not he has measured his 
grain bin correctly, and they are on him to the extent of judicial pun- 
ishment. 

So I hope you will continue in your investigation just as doggedly 
in large instances as in small ones. I hope you will make sure that in 
the large instances there is justice done just as in the small instances. 

Mr. Naventon. I can assure you that Congressman Fountain will 
make certain that his staff pursue the investigation diligently and that 
he insists that we be fair at all times. 
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I might comment on Congressman McIntire’s remarks that it is 


ng Yoo, eters Ah se: iar ; 
true there are many difficulties in administering this program. These 
nts rograms are extremely complicated. Some of this, I am sure, is 
hat | because of the nature of the program itself, but the more complicated 
er- | you make a program the more opportunity there is for someone to 
| find loopholes, and these large grain dealers are extremely sharp. 
m- | They may make thousands of dollars from a fraction of a cent differ- 
nd ence In prices. : 
tee For example, one of the large pe traders placed an order with 
red CCC for quite a large amount of wheat, and the CCC accepted the 


order based on the condition that the sale would be made if and when 
ent the price on the Kansas City market reached a certain point. 
This exporter then proceeded to manipulate the price on the market 





» 

e in Kansas City, losing a few thousands in that transaction, but making 
a much larger profit on the purchase of CCC wheat which occurred 

am after they had manipulated the price. 

a0 You have other situations. Elevators handlin west coast wheat, 

be which is very dry, have in the past added water to it to bring the mois- 

t is ture content up near the maximum permitted. 

ter If the tolerance allows a certain percentage of trash in wheat, some 

the exporters who have clean wheat have added the 1-percent trash that 

the . ispermitted. They will take advantage of every possible opportunity 

or: given to them. 

Sometimes it seems that the programs are made unnecessarily com- 
ese plicated, leaving more loopholes than would be necessary. You have 
re- to watch these things every moment, and we have not noticed that 
ind attitude in the Department. 
re- To illustrate the point, the CCC sold dry milk to an exporter for 
the | about 10 cents a pound. That same dry milk was sold back to the 
nee | Army for 34 cents a pound. The documents provided to CCC as 
ob- proof of export showed on their face that the milk was being resold 
ing to the Army at more than triple the CCC sale price, but until we called 

it to their attention no one seemed to think there was anything wrong 
with that. : ; 

Mr. Garurines. I wonder if you have looked into the matter of the 
1 in criteria used by the Department in choosing these firms? I believe 
the | you said only about 10 firms are getting the major part of this export 
een business ? 
and | Mr. Naueuton. There is no criterion under title I of Public Law 
ree | 480. The choice is up to the foreign government in choosing the 
ere importers and the CCC or the Department has absolutely no control 
hat | over this. The importers then choose the exporters. 

Mr. Garutnes. I believe you said many of these firms are foreign 
r— {| concerns, is that right? 
vith | Mr. Naueuron. Yes. Probably the five largest traders in grain 
his| with the CCC would be the Bunge Corp., Continental Grain 
un- | Corp. 

Mr. Garuines. Where is Bunge and where is Continental ? 
dly | Mr. Naueuron. Bunge is a foreign firm. I think it originated in 
tin| Belgium. It is a worldwide firm and has branches in every major 
ces, country. 
will It is hard to ascertain who owns some of these firms but I am 
hat’; Yeasonably sure they are not U.S. firms. Bunge has two or three 


subsidiaries incorporated in the United States, but it is my under- 
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standing that the stock of the U.S. companies is owned by the foreign 
companies, so essentially the control of Bunge may be in Argentina 
or Belgium, but it is not in the United States. 

Mr. Garutnas. Do you know the names of some of the others? 

Mr. NAvuGHTON. Bunge, Continental Grain, ¢ arrgill—C argill, I be- 
lieve, is a U.S. firm. Continental Grain, I think, is also owned | in 
the United States, although origially it was a French firm and the 
owners of that corporation came to this country within the last 15 
or 20 years. The Louis Dreyfus firm 

Mr. Garnines. Will you spell that for the reporter ? 

Mr. Naveuton. L-o-u-i-s D-r-e-y-f-u-s, which is French, and Gar- 
nac. G-a-r-n-a-c, which was established by Swiss interests, would 
complete the top five. 

Mr. Garurnes. What about some of the cotton exporters ? 

Mr. Naveuron. The cotton exporters would primarily be U.S, 
firms. The largest is Anderson Clayton. It is extremely large. The 
second largest probably would be McFadden. And there are perhaps 
15 or 20 major cotton exporters. There is more diversity in the cot- 
ton export business than in grain. 

Mr. Garurnes. So what you said in your statement about 5 or 10, 
you were referring more to grain ? 

Mr. Naventon. It is more concentrated in grain. 

One of the difficulties we found is that information which we would 
think anyone running that operation would want to have for their 
own benefit has never been compiled. For instance, we asked the head 
of CCC whether they had ever made a study to determine which 
firms were participating in title I transactions, and they not only 
had not made such a study, but showed no interest in making it. 

Mr. Fountain had asked sometime back for the Department to make 
a report to the committee on every check it issued for $100,000 or more. 
From this information, which included all title I payments over 
$100,000—there would be some smaller payments that would not be 
included—we made our own compilation, which I can give to you. 
This covers the period December 1957 through November 1958. We 
picked this period simply because it was the period for which the De- 
partment furnished us this information, 

Mr. Gatuines. Will you furnish a copy of that to the reporter, and 
without objection it could go into the record as a part of your state- 
ment. 

Mr. Naveuton. Yes, I shall be glad to do that. 

Mr. Garurines. Is there objection ? 

(No response. ) 
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(The statement referred to follows :) 


Analysis of payments over $100,000 on title I transactions, December 1957- 
November 1958 


—— - a — eee TT ast ies . . ee a Se 





Amount | Percebt 
ee _ ‘cal ba | ——_____—_|—__ pESSTe 
Tete) payments to104 firms... - 2.2. cd lll $599, 352, 545. 25 100 
Louis Dreyfus Co aa 129, 456, 404. 63 pdeinaheantaenmiie 
Continental Grain Co. {including affiliates North American © ‘ontinental 
and Far Eastern Continental) _..-........-- és bt ehinaniinn eean ade 109, 615, 525. 81 }....._- 
Cargill, Inc... yh de ; Bsn nbhs TDL bien dehb deed 90, 079, 436. 29 |... 2..--2-_- 
Garnac Grain Co. me ; jncdwstunseccsuabneen ‘ : 36, 501, 957.75 |--.----.--_- 
Bunge Corp-..----- Z sane sikaiiinalenabiian od 2 4 ° 36, 428, 324.91 }...._-- 
Total payments to 5 prebet eine: oo. si coe ae ee tae 402, 081, 649. 39 67 
Total payments to 99 other firms. _..._- . ; steb ALISO ct Ls 197, 270, 895. 86 33 





Mr. Garuines. Mr. Short. 

Mr. Suorr. Did I understand that the importing country chooses 
the fain handling coneern ¢ 

Mr. Naveuton. Yes, sir. 

Mr. Suort. If that is true, what controls does the Department of 
Agriculture have over the number of firms participating in this trad- 
ing? I can see how they could have some contro! over their usin 
some of this downgrading sort of thing, readjustment of prices “a 
that sort of thing, but what control would the Department have over 
who was to handle this grain in foreign countries ? 

Mr. NauGHtTon. They have no control. They could establish regu- 
lations, I assume, to make sure that the foreign country in choosing 
the firms to handle this grain did it in a manner that would insure 
competition and that would insure it was done fairly. But the De- 
partment has no such regulations. Many of these transactions are 
between affiliated companies. For example, if you had a transaction 
with France, the French branch of the Bunge Corp. might get author- 
ization for a certain portion of this title I transaction of ‘wheat, for 
example. They might get authority to spend $5 million, and then 
— my their own U.S. branch. 

JENNINGS. You say our Department of Agriculture has no 
zai over what exporting company will handle the transaction ¢ 

Mr. Naveuton. No, sir. 

Mr. JenNinNGs. W hy do we not have control’ Is that specified in 
the law ¢ 

Mr. Suorr. The foreign country selects their agents. 

Mr. Jennrnos. But is that by law ? 

Mr. Coap. They select the importer, why cannot we select the 
exporter ¢ 

Mr. Naventon. This is in accordance with the agreement between 
the two countries which is made under title I. 

Mr. Jennincs. But it is not part of title I. Is it just part of the 
agreement made between the two countries under title 1? 

Mr. Navenron. That is right, if the Department wanted to do so, 
I do not, know of any legal prohibition there would be against requir- 
ing foreign countries to at least insure fair competition. 

44273—59——-24 
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Mr. Jenninos. As I see the situation, we are furnishing Public Law 
480 material under title I. The foreign country is telling us who is 
going to handle it and under what conditions and what tolerance it 
will be handled and we are loaning them the money we receive ag a 
result of these materials and then, according to the testimony we 
heard yesterday, they are taxing the interest paid on that money in 
their countries. 

Mr. Naveuton. I would like to correct one part of your statement, 

Mr. JENNINGS. Very well. 

Mr. Navcuron . Although the foreign country chooses the importer, 
the specifications, quality ‘and so forth, are set by the Department of 
Agriculture. 

Mr. Jenntnos. Then why should they not set the exporter or im- 
porter handling the transaction ? 

Mr. Suorr. Is it not the normal procedure for the foreign country 
to have their own agent ? 

Mr. Naveuron. Much of the worldwide trade in grain, I believe, is 
handled by a very few large exporters—Bunge, ¢ ‘ontinental, and so 
forth—and they have brane ches in every country. I am not sure that 
it would be necessary or desirable for the Department of Agricul- 
ture to choose the importers in a foreign country, and there might be 
strong objection from the foreign country on that. But I do not 
know of any reason why the Department of Agriculture should not 
make an inquiry and watch to see that the selection is made on a fair 
basis rather than someone who has influence with a foreign country 
possibly getting preference. 

Mr. Suorr. Do you anticipate getting into the field of storage 
charges, whether the allowances for storage is excessive? It always 
seemed to me that possibly the allowance for the storage is higher than 
necessary, that the owners build these facilities and tones to receive 
the complete cost of the erection of these facilities within a short 
period. 

Mr. Naucuton. We have been interested in storage rates. We have 
not been able to concentrate on it intensively because of the burden. of 
other work. Congressman Smith of Iowa, who is a member of our 
subcommittee, has been particularly interested in the storage rate 
being so high that cheap facilities can be very rapidly amortized. 

Mr. Suorr. One other question on that. 

It always seemed to me that there is a possibility within the De- 
partment, if someone wanted to exercise the authority that he might 
have, to channel grain from time to time that moved out of the loeal 
storage facility to county bins, the local bins, into terminal storage. 

Who makes the determination as to what terminal fac ility w ill be 
used ? 

Mr. Naveuton. That would be an administrative decision, I pre- 
sume, on the part of the commodity office which was handling that 
particul: ir storage location. 

Mr. Suorr. It always seems like there is a potential possibility 
there for someone to exercise his authority in designating a preferred 
storage facility as compared to another one. 

In other words, some individual in a rather minor administrative 
capacity might say, “This grain will go into elevator X instead of 
elevator Y. 
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Mr. Naueuron. I want to emphasize that I am not making any 
charges against anyone, but I certainly concur with your point. I 
think every day in CCC administrative decisions are made by not nec- 
essarily even the highest officials which can have an effect of hundreds 
of thousands of dollars on the profits or losses of private firms. 

Mr. Snort. In fact, in many, many instances, there are rather 
minor officials who do that. There are so many of them that perhaps 
some of them are not important, but then they are far from the top. 
That is all, Mr. Chairman. 

Mr. Gatuines. Mr. Coad ? 

Mr. Coap. You have alluded to parts of the agreements between 
countries as to ahe aspect of the contract being secret. Have you 
seen any of those parts of the contracts that are secret parts? 

Mr. Naveuron. No, sir. 

Mr. Coap. Do you know of their controls? 

Mr. Naventon. Notas to any particular one. 

Mr. Coap. In other words, they are still secret ? 

Mr. Naveuton. We have not actually tried to get them. What 
happens is an agreement is made with the foreign country. Most 
of the agreement, and perhaps in most cases all of the agreement, is 
contained in a published document. 

However, for a number of reasons sometimes there are additional 
terms which are contained in letters between the United States and 
the foreign country which are not contained in the agreement itself. 
There may be good reason sometimes for not publishing these 
documents. 

For example, a foreign country may have made a commitment 
which, if it were known, might, be embarrassing to a friendly admin- 
istration in that country. 

Some of these commitments may be advantageous to the United 
States. However, I think that Mr. Fountain’s objection was based 
primarily on the fact that purported copies of these agreements are 
being furnished to congressional committees. I am sure they are fur- 
nished to your committee as well as ours. They do not contain all of 
the agreements. They do not even contain any reference or any no- 
tice to the committee that all of the agreement is not there. It may be 
that there are good reasons for not publishing them, but at least the 
Congress ought to be informed. 

Mr. Coap. Does your committee plan to go into the secret parts of 
the contract ? 

Mr. Naventon. We have no plans to concentrate particular atten- 
tion on that. It may be that if some individual ones appear to be in- 
volved in transactions we are interested in, we would get into it. 

Mr. Coan, That is all. 

Mr. Srusscerrevp. Mr. Chairman. 

Mr. Garutnes. Mr. Stubblefield. 

Mr. SrupsterteLp. You stated a moment ago that at times trade 
acted in an advisory capacity to CCC. Yesterday the CAO testified 
here about cotton. We, a couple of years ago, had kept a high export 
price on cotton, higher than the world market. Consequently, we 
had lost about 51 percent of our market. Mexico and other countries 
had about cleaned out their surplus stock. 
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Would that situation where the trade does the advising be con- 
ducive to keeping our price high, while the American investment, in 
foreign cotton operations, such as in Mexico, which I understand igs 
controlled largely by American interest, would that be conducive to 
their moving their cotton stocks down there while we kept ours on 
loan ? 

Mr. Navenron. Sir, I am afraid I cannot comment on that specific 
situation. We have not gone into it. We have heard about it. 

Congressman Whitten has been quite interested in it in the Appro- 
pri iations Subcommittee. We have more work than we can do as it 18, 
so we try to hit the areas that are not being covered. 

Mr. Srvgscerrevp. I would think that might be an opening, 

Mr. Navucuron. I might comment on the general subject, of adviso 
committees, that certainly when the heads of private firms dealing 
with the CCC are called in to advise the administrators who make 
the decisions as to what their policy should be, it certainly seems to 
be an opportunity to influence that policy and I do not think the 
Department has been too cautious in its adattion of advisers. 

For example, I mentioned the Bunge matter in which that corpora- 
tion had defrauded the United States of a considerable amount of 
money in connection with illegal claiming of subsidies on exports. 

One of the vice presidents of that company at the same time he was 
under indictment was on the Secretary of Agriculture’s Grain Export 
Advisory Committee. Here he was under indictment, both his com- 
pany and he personally, for defrauding the United States and at 
the same time he was an adviser to the Secretary of Agriculture. 

With respect to cotton, five members, I believe, of the Secret: iry’s 
Cotton Export Advisory Committee were indicted on charges ‘of 
collusion in connection with purchase of cotton from the CCC. 

Mr. Coap. Might I ask, in that resepcet, does it take an indictment or 
conviction / 

In that respect it states in the labor bill that you cannot be an officer 
of a Jabor union if you are under indictment. Maybe we ought to 
have an agriculture bill as well as a labor bill here. 

Mr. Naventon. The whole question of calling in the people you are 
dealing with to advise you as to what policies you should follow 
— as Mr. Fountain expressed it, ta built-in conflict of interest.” 

do not think anyone would quarrel with getting information 
ts om the trade, but I think you should deal with them at arm’s length 
because there is a natural conflict between their interest and your 
interest. 

You want to sell at as high a price as possible in order to protect 
the taxpayer’s investment. They want to buy as cheaply as possible 
in order to make profits for their company. That is entirely natural. 
But you usually do not find competing businessmen inviting their com- 
petitors in to advise them what policy to follow. 

Mr. Srupsierievp. It is tantamount to those who are supposed to be 
regulated doing the regulating. 

Mr. Naventon. Officially, advisory boards are supposed to be ad- 
visory. They are not to have any power to make decisions. 

There are certain regulations which have been set up by the Justice 
Department to avoid the possibility of violating the antitrust laws. 

For example, advisory committees are to be chaired by a full-time 
U.S. employee and there are various other regulations. 
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However, the Government Operations Committee found that as of 
some time ‘ago none of the Agriculture Department advisory com- 
mittees were complying with the regulations suggested by the Justice 
Department to prevent antitrust violations. 

_ Mr. Garuines. Mr. Naughton, you have given us the mechanics used 

in the handling of these title I transactions. I wonder whether or 
a you would comment on whether or not these transactions are on a 
bid basis or negotiations. 

Mr. Navewton. It varies. Do you mean the actual title I trans- 
actions ¢ 

Mr. Gatruinas. Yes. 

Mr. Naucnron. Many of these transactions are actually between 
two branches of the same firm. In other words, they will make a 
transaction, supposedly as buyer and seller, and the U.S. Government 
will finance that at any price they agree upon. 

Some of the foreign governments make procurements by competi- 
tive bidding, but most of the prices probably are negotiated between 
buyer and seller. 

Mr. Garutneas. Does the Department of Agriculture have any re- 
quirements that bid be required or not? 

Mr. Naveuton. No; they do not. 

Mr. GATHINGS. Any further questions ? 

Mr. Counsel ? 

Mr. Hermeurcer. No. 

Mr. Gaturines. I guess that is all, Mr. Naughton. We appreciate 
your appearance. You have given us some very valuable information. 
Thank you kindly. I am sorry that Mr. Fountain is not here. 

Mr. Naventon. I would like to say that Mr. Fountain was very 
sorry that because of a previous commitment in his district he was 
unable to be here today himself. However, when the chairman in- 
vited him to be here, Mr. Fountain did discuss his statement with me 
very thoroughly, so I hope I have been able to add something to the 
information he presented. 

Mr. Garuines. You certainly have. 

Mr. Navenron. Because of the very complicated nature of this 
program and a little tendency on my part to wander in answering 
questions, I am sure that the record may not be quite clear as to some 
of the points we have been discussing. 

I would be very happy to submit any additional information that 
may be desired to clear up any of these areas. 

Mr. Garutnecs. Yes. 

Off the record. 

(Off the record.) 

Mr. Garutnes. The committee will stand adjourned. I understand 
the chairman and the clerk have announced we will meet at 10 o’clock 
Monday, at which time the various farm organizations will be heard. 

(W. hereupon, at 12:25 p.m., the committee adjourned, to reconvene 
at 10 o’clock Monday, July ‘ 20, 1959. ) 
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MONDAY, JULY 20, 1959 


Howser or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The committee met at 10 a.m., in room 1310, New House Office 
Building, Hon. W. R. Poage (acting chairman) presiding. 

Mr. Poace. The committee will please come to order. 

The committee has met this morning to continue consideration of 
operations under Public Law 480 and the advisability of amending 
and extending the existing law. 

We have three witnesses scheduled this morning. The first on my 
list is Mr. Herb Harris, of the American Farm Bureau Federation. 

Mr. Harris. Mr. Chairman, Mr. Lynn is here to testify. 

Mr. Poage. Mr. Lynn, we are glad to have you and any of your as- 
sociates. 


STATEMENTS OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, AND 
HERBERT E. HARRIS II, ASSISTANT LEGISLATIVE DIRECTOR, 
THE AMERICAN FARM BUREAU FEDERATION 


Mr. Lynn. Mr. Chairman, I think since this is such an important 
subject I will request permission to read the statement this morning 
instead of just filing it for the record. 

Mr. Poage. That will be fine. 

Mr. Lynn. We appreciate the opportunity to present the views of 
Farm Bureau concerning Public Law 480, the Agricultural Trade 
Development Act. 

We believe it would be helpful to begin with a brief review of the 
history of Public Law 480. 

The 1954 policies of Farm Bureau adopted in December 1953 
stated : 

Surplus farm products that cannot be sold abroad for dollars should be offered 
for sale and export through private channels, under limitations determined by the 
Secretary of Agriculture, in exchange for local currencies. 

The committee is familiar with the leading role which Farm Bureau 
took in developing Public Law 480 and the support which we gave to- 
ward its enactment into law in the 838d Congress. The President 
signed the bill in July 1954. It was designed as a 3-year program 
and $700 million was authorized for sales for foreign currency. This 
has grown into a 514-year program with an authorization for title I 
of $6,250 million. ; 

Other bills were introduced in the 83d Congress which were designed 
to donate large amounts of U.S. agricultural production without re- 
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gard to the long-term benefits of U.S. agriculture and the implica- 
tions to our allies. In its wisdom, Congress rejected such proposals 
recognizing that a healthy agricultural economy was essential to the 
United States and to the entire free world. The dangers of disrupting 
world agricultural markets were real then—they are even more so now 
Nor have American farmers changed their views that they do not want 
to become totally dependent on U.S. Government to export their pro- 
duction. 

At its inception, the three main objectives of the Public Law 4g9 
program were: (1) To reduce surpluses by making possible sales of 
farm products in addition to the normal dollar sales; (2) to establish 
private trade channels for sales of farm products which could be con- 
tinued with dollar sales after the termination of the program; and 
(3) to use part of the currency received from such sales to develop new 
markets or expand existing markets for farm products. In ovr opinion 
these original objectives are still sound. 

Through the operation of title I of Public Law 480, over $2 billion 
worth of foreign currency has been generated in foreign countries for 
use in economic development projects. Used wisely, these frmds ean 
provide tremendous benefits to underdeveloped countries. Used un- 
wisely, or accumulated in unreasonable amounts, these same funds can 
present a threat to the economic and fiscal stability of a country which 
could do real damage to our foreign relations. [ 

We wish to express our concern that although Public Law 480 has 
proved to be a successful program, there is an annual effort to revise 
and amend the law so as to change its operation and, in some cases, 
even its purposes. For example, when Public Law 480 was enacted, 
section 104 prescribed in definite terms the uses to which foreign ¢cur- 
rencies could be put. Eight uses were specified. We now have 21 
authorized uses and a score more being proposed. Such amendments 
not only make the administration of the program exceedingly difficult 
but could actually destroy one of the main objectives of the act— 
namely, the development of new and expanded dollar markets for US. 
agriculture. We will make further reference to this later in our 
statement. 

The administration has proposed that title I be amended so as to 
permit the donation of U.S. agricultural surpluses to countries desiring 
to establish so-called national food reserves. The current policy of the 
United States, which we endorse, permits a country to acquire commodi- 
ties for a national food reserve through purchases with foreign cur- 
rency. We believe that if there is a real need and desire on the part of 
underdeveloped countries to establish national food reserves they will 
be willing to do so through foreign currency purchases under title I. 

We are opposed to amending title I so as to include this giveaway 
mechanism. We believe that title I should be retained as a sales 
program and that we should help and assist countries to create national 
food reserves rather than virtually forcing such reserves upon them. 

The original law establishing Public Law 480 prescribed a tempo- 
rary program with a 3-year limitation. While it has been necessary 
to extend the law beyond this period, Farm Bureau has emphasized 
that. it is imperative to recognize that Public Law 480 is a temporary 
program. Congressional committee reports on these extensions also 
have emphasized this point. 
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The report from the Committee on Agriculture of the House of Rep- 
resentatives (Rpt. No. 432, dated May 9, 1957) : 

This committee would remind those in charge of administering this law that it 
is not intended as a permanent part of either our agricultural or our foreign 
trade program. It is an emergency law designed for the sole purpose of making 
the best of a bad situation by providing for the disposal of agricultural surpluses 
in a manner which will return some benefit—if possible, a permanent benefit—to 
the United States. 

Our 1959 policies state in part: 


We recommend that this law be extended and that adequate funds be provided. 
However, this program should be terminated as soon as our agricultural surplus 
situation will permit. Public Law 480 was designed as a temporary program to 
help relieve problems caused by unrealistic domestic farm programs. It is nota 
permanent solution nor a satisfactory substitute for trade for dollars. So long as 
Public Law 480 is in effect, its administration should continue under the U.S. 
Depariment of Agriculture. 

Farm Bureau recommends that title I of Public Law 480 be ex- 
tended for 2 years and that funds be provided as follows: $1,200 mil- 
lion for calendar year 1960, $800 million for calendar year 1961. 

Such an action by Congress could have a very healty effect wpon the 
agricultural export picture. First it would give promise to other 
exporting nations that the United States really considered foreign 
currency sales a temporary measure and not a “way of life.” Second, 
recipient nations would be put on notice that they could not expect to 
obtain indefinitely their food and fiber needs in this manner. 

It is essential that we change from foreign currency to dollar sales 
as quickly as possible, recognizing that this cannot be done abruptly. 
Congress should give a clear indication of the temporary nature of 
Public Law 480, and the United States should program foreign cur- 
rency sales in such a manner that countries would gradually become 
less dependent on this mechanism. 

This would be a positive, constructive program of helping conn- 
tries to grow into full-fledged trading partners of the United States. 
This is the road to economic growth and permanently increased stand- 
ards of living. We are certain that underdeveloped countries would 
much prefer this to a total indefinite dependence on U.S. Government 
programing under the provisions of Public Law 480. 

Foreign donations: Title LI of Public Law 480 was enacted to en- 
able the President to furnish emergency assistance to friendly peoples 
“in meeting famine, or other urgent or extraordinary relief require- 
ments.” This program is quite different from title I, foreign cur- 
rency sales, and this difference should be retained. It is a device de- 
signed especially to meet emergency situations. Where a crop fail- 
ure, famine, earthquake, fire, flood, or similar catastrophes have 
struck, the United States has stood ready to provide, free of charge, 
American farm products. 

We are opposed to distorting or perverting the title II donations 
program. We do not believe title I] should be amended so that-dona- 
tions could replace title I, foreign currency sales. 

At present there is $800 million authorized for such emergency 
donations, The United States has committed approximately $500 
million since 1954 for this purpose. There remains $300 million of 
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authorization which has not as yet been used. The following igs 
tabulation by year of the donations under this program : 


Fiscal year— Million 
ciara ey lth cihbeiah ioe aarieemeislh iatitinn tags cee nattlnn ainainig oes Reel $107.8 
Sia hatislesihtehcibiianuidenteidh nanitienbsendslitaanetine-maadebten cilia 101.0 
kai i tals eRe Bateeeisihe ahs an ans ws designed enh eth 134.9 
i acicriees ra eksdielnnhiens tain <edeeitea reall likin hed lbeagsrasecieinnntst leaps ips ee 114 6 


The foregoing indicates that we have never committed more than 
$134.9 million i in any one 12-month period. The present uncommitted 
authorization should provide sufficient funds to opens ate the program 
for an additional 2 years. However, should it be necessary to in- 
crease our donations to meet emergency situations, there would be 
sufficient opportunity next year to ‘request additional authorization. 
Under the present situation we can see no valid reason for increasing 
the authorization at this time. 

We favor a 2-year extension of the present title II program in its 
present form. 

Surplus disposal and customer nations: In our statement support- 
ing the beginning of the Public Law 480 program in 1954, Farm 
Bureau stated in part: 

* * * but in so doing, we must always guard against policies that would indi- 
cate to our foreign customers that we have in mind some “giveaway scheme 
for agricultural commodities. We believe that if the executive branch of the 
Government and the Congress should adopt such a large scale “giveaway” 
policy it would impair our firm dollar sales of agricultural commodities. 

We must always keep in mind that American farm products, for 
the most part, compete directly with U.S. industrial export for 
scarce dollars. 

Many countries of the world are engaged in state trading of one 
form or another. If our foreign customers assume that they can 
continue to obtain their food and fiber needs with local currence ies, they 
will certainly not be interested in spending scarce dollars for these 
agricultural commodities. They will undoubtedly direct a substan- 
tial portion of these scarce dollars for the purchase of U.S. non- 
agricultural commodities. 

Foreign countries or domestic producers should not come to depend 
on “easy sales” through this program. 

Surplus disposal] and competitor nations: Objections from competi- 
tor nations whose friendship and cooperation is vital to the United 
States and the free world have not been infrequent. Some of these 
nations are very good customers of American sea and ranchers. 
However, many have recognized that our serious sur plus situation 
required programs to move substantial portions of U.S. production 
into the export markets. In 1954 Farm Bureau stated: “To indis- 
criminately dump or give away these huge Commodity Credit stocks 
would be very disruptive to our efforts in developing a coalition of 
free nations for mutual defense.” 

These competitor nations have been willing to accept such programs 
as a temporary means of alleviating our surplus problem. We can 
expect adverse reactions from them unless we (1) adopt measures 
to reduce Government stimulus to surplus production and (2) begin 
to show our firm intention to prevent sales for foreign currency from 
becoming a long-term means of exporting American farm products. 
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The steps taken by the President initiating conferences between 
the exporting countries are certainly necessary at this time. We are 
not using food for peace when we disrupt the markets of friendly 
competing nations by U.S, Government programs—we may be pro- 
moting disunity among nations. 

We must face the facts. The production of our present surpluses 
was not motivated by real market needs at home or abroad. They 
were motivated by the continuation of unrealistic Government price 
support programs. Many of those who have consistently advocated 
programs that have been responsible for the accumulation of such vast 
amounts of agricultural commodities now look desperately for any 
avenue of disposing of them, regardless of the longrun consequences 
to the American farmers, to friendly nations, or to the U.S. Treasury. 

U.S. agriculture becoming dependent on Government export pro- 
grams: There is evidence that American agriculture is becoming over- 
dependent on Public Law 480 and similar export programs. 

We have been very successful in moving substantial portions of 
agricultural commodities into export markets, but, at the same time 
we have not been successful in removing the Government incentives for 
surplus production. As a consequence, U.S. farmers continue to pro- 
duce those commodities having high Government guaranteed price 
supports in excess of effective market demand. 

Since 1954, approximately $8 billion has been programed under all 
the titles of Public Law 480. Special Government export programs 
in this amount carry with them a tremendous responsibility in regard 
to normal commercial trade. 

When Public Law 480 was passed on July 10, 1954, CCC had title 
or held loans on about $6 billion worth of agricultural commodities. 
Today, 5 years later, even with this vast movement of food and fiber, 
under Public Law 480, of over $8 billion, CCC stocks are about $9 
billion. 

In fiscal year 1958, 31 percent of our agricultural exports moved 
under direct Government programs (see attachment 1). In fiscal 
year 1952 the U.S. exported $3,430 million worth of farm products for 
dollars. In fiscal year 1958 our commercial shipments outside direct 
Government programs will be $1 billion less, or approximately $2,474 
million. In fiscal year 1952 15 percent of farm exports moved under 
Government programs; in fiscal year 1959, 34 percent. 

Attachment II reveals the serious decline in sales for dollars in our 
export markets. Even this is not the whole story. Many of our ex- 
ports for dollars are made possible by subsidizing the sales price. We 
estimate that approximately 70 percent of our agricultural exports 
were the result of some form of Government assistance. For example, 
during the past fiscal year all of our wheat and cotton exports were 
subsidized. 

Consider the fact. that in addition to subsidizing all of our wheat 
and cotton exports, in fiscal year 1958, 65 percent of our wheat exports 
and 34 percent of our cotton exports moved under Public Law 480 
or section 402 of the mutual security program. 

We must face up to the basic decision in regard to agricultural 
exports. Do we go down the road of a permanent. Public Law 480 for- 
eign currency sales program—and in addition invent new ways to 
give away additional agricultural production, or do we utilize these 
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programs to encourage farmers to work at maintaining and expand- 
ing commercial exports? We favor the latter approach. 

Market development: One of the primary purposes of Public Law 
480 is to develop permanent dollar markets for U.S. farm products, 
The introduction of U.S. commodities in itself is an important factor 
in developing the market. Another means is through promotional 
activity. 

Under section 104 the first use specified for foreign currencies ac- 
cumulated under title I is “(a) to help develop new markets for U.S. 
agricultural commodities on a mutually benefited basis.” To date, 
of the foreign currencies accumulated, approximately 114 percent 
have been set aside for market development work. In many countries 
where market projects could have their maximum effect, there is de- 
veloping a real shortage of funds available for this use. One of the 
primary causes for this is the many authorized uses for foreign cur- 
rencies and the resulting competition of various Government depart- 
ments and agencies to acquire these currencies. We believe that frag- 
mentizing the uses of foreign currencies is contrary to the intent and 
purpose of Public Law 480. We urge this committee to include in 
its report a firm position that uses of foreign currencies shall not be 
further expanded and that in countries where foreign currencies are 
in short supply, priority should be given to the needs for developing 
permanent dollar markets for agriculture. 

Farm Bureau has recommended to the Department of Agriculture 
revisions of the regulations governing the use of market development 
funds. It is requisite that strict. criteria for measuring the use and 
feasibility of projects be established and adhered to. We have rec- 
ommended that private groups desiring to conduct market develop- 
ment programs should be required to contribute a maximum of 50 
percent of the cost of the program. We do not believe that any mar- 
ket development program under Public Law 480 can be successful 
unless (1) the cooperator is willing to bear at least half of the cost 
of the program and (2) the cooperator is able to enlist the assistance 
and participation of local enterprise. Funds expended for market 
development should be for programs designed to render real benefit 
to American agriculture. 

Farm Bureau intends to dedicate every effort to expanding real 
markets at home and abroad. An example of this is Farm Bureau’s 
Foreign Trade Office established in Rotterdam, Netherlands, last year. 
This is a direct effort totally financed by Farm Bureau to expand old 
markets and locate new markets for U.S. farmers throughout Western 
Europe. We have already had strong indications that an unrealized 
potential exists for expanded mutually advantageous trade. American 
farmers ask only that they be given the opportunity to work in this 
manner to expand their markets on a commercial basis. 

Barter: Farm Bureau has supported in the past and continues to 
support a program of exchanging surplus agricultural commodities 
for strategic and critical materials that are in short supply and not 
produced in sufficient quantities to meet our national requirements. 
We recognize the necessity to exercise proper safeguards in conduct- 
ing this program. Properly implemented, the barter program can in- 
crease our agricultural exports. We earnestly believe that it is pos- 
sible under existing law to develop effective and realistic barter 
programs with proper safeguards. 
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We do not feel any change in the existing provisions of the barter 
program is required or advisable. ,The barter provisions contained 
in H.R. 7983, we believe, are inconsistent with the proper administra- 
tion of a barter program. We do not believe that the present. regula- 
tions of the barter program are unreasonable or unrealistic.. During 
the past year the dollar volume of barter agreements has been about 
$150 million. We would hope that this amount could be expanded dur- 
ing the coming year. However, this should be done only if it is possible 
to do so without displacing dollar sales. 

We have reviewed, as we are sure the committee has, a number of 
the barter proposals which have been rejected under existing regu- 
lations. We have been unable to find evidence that the Department 
of Agriculture has rejected any barter proposals that did not seem 
likely to displace normal sales for dollars, However, there have been 
some approved barter transactions which have apparently disrupted 
commercial markets. To illustrate this point, in February of this 
year we received reports from our foreign trade office that the Euro- 
pean corn market was seriously disrupted. The price had fallen and 
purchasers were holding back on additional orders. Our information 
indicated that the cause of this situation was the presence in the mar- 
ket of corn which the United States had bartered to Belgium for 
industrial diamonds. There was impressive evidence of direct sub- 
stitution of barter corn for sales which had been made previously 
for dollars. 

We are convinced that unless barter transactions are carefully 
screened serious disruption to commercial markets can result. 

Insummary we recommend that— 

(1) Title I of Public Law 480 in its present form be extended 
for 2 years with an authorization of $2 billion; $1.2 billion for 
the first 12-month period beginning January 1, 1960, and $800 
million for the next annual period. 

(2) Emphasis be placed on market development in the use of 
foreign currencies accumulated under title I of Public Law 480. 

(2) Title II in its present form be extended for 2 years. 

(4) The present barter provisions in Public Law 480 be re- 
tained without amendment. 


ATTACHMENT I.—Agricuitural exports fiscal year 1958 


{Millions of dollars estimated] 








Exports Percent- 

Total under Outside of | age under 

Commodity exports Govern- programs Govern- 

ment pro- ment pro- 

grams! grams 

Wheat... 724. 2 471.7 252.5 65. 0 
Feed grains ‘ : Sis 427.8 118.4 309. 4 28.0 
Rice ...-.... 4 re dowad idee 97.6 45.7 51.9 47.9 
Rye... eee 4.1 .3 3.8 7.0 
“aa weraee ee 841.0 289. 1 551.9 340 
Livestock products (dairy) 585. 4 180, 8 404. 6 31.0 
Vegetable oil and oilseeds 412.9 104.8 308. 1 25.0 
Fruits and vegetables 383. 1 12.8 370.3 3.0 
Tobacco....__. 343.0 26.1 316.9 8.0 
Other __- ; 183. 2 | 4 182.8 2 
EELS Ry pare Ne ee eye joatil 4, 002.3 1, 250. 2 2, 752. 2 31.0 


Programs: Public Law 480, all titles, and mutual security program, sec. 402. 
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ATTACHMENT II.—Agricultural exports under direct Government programs? 
[Millions of dollars estimated] 




















| | 
Fiscal year | Under pro-| Outside of | Total ex- Fiscal year | Under pro-| Outside of | Tota} éx- 
grams programs?| ports grams programs ? ports 
} - 
eee oak esse 623 3, 430 4, 053 | Slt endcwcend« 1, 367 2, 129 3, 496 
eee. oe oss 450 2, 369 2,819 |} 1957_.---- | 1, 960 2, 768 4, 728 
Crt itndna 718 2, 218 2, 936 || 1958_--- aaah 1, 250 2, 752 4, 002 
RRA 866 | 2, 278 3,144 || 19593... 1; 260 2; 474 3.735 





ES ee ae 


1 Public Law 480: All titles, ECA and mutual security programs including secs. 402, 550; USDA see. 416 
donations; barter. 

2 Includes: Short-term credit; sales at less than domestic prices; and export payments in cash or kind, as 
well as commercial sales without Government assistance. 

31959 figures estimated. 


Mr. Lynn. This concludes our statement, Mr. Chairman. 

Mr. Poage. I notice that you point out the necessity of maintaining 
as large a share of the dollar market as possible. 

How do we maintain a large amount of our trade in dollars? 

IT wonder what your feeling i is in regard to the proposal I made i in 
January to authorize the extension of ‘long- term credits to nations in 
dollars to be repaid in dollars and authorize the Secretary to enter 
into specific contracts to provide specific amounts of commodities over 
over a specific period of time? I am not suggesting that that is what 
was intended in Public Law 480. It was not intended when we passed 
Public Law 480, but what about such a method of getting away from 
Public Law 480 into something that does put this back on the dollar 
track? 

Mr. Lynn. Mr. Poage, you know we expressed misgivings about the 
provisions of that proposal previously before this committee. We 
recognize that the bill was exploratory on your part to try to find a 
solution to this problem. We believe that to attempt to enter into 
agreements as long as 10 years and give these countries up to 50 years 
to pay is not the best w ay to find a solution to this problem. 

We doubt if these agreements would be carried out to completion 
based on our experience with other programs of this kind because with 
the dollar difficulty these countries would be into we feel sure that 
the United States might say, “You can forget this one,” or “Forget you 
owe is this,” as we have done so many times in the past. 

Perhaps most importantly, it seems to us that this proposal would 
lead to government to government trading to even a greater extent 
than we have currently. These are some of the points we raised with 
regard to this proposal. 

Mr. Poacr. You object to the 10-year period and the 50-year repay- 
ment period, but do you feel there is any basis for making say a 6- 
year limit and a 17-year repayment limit, or any other limits ? 

Are you objecting to the whole idea? You now point out you do 
not like those specific years but is your objection made to specific years 
or to the entire idea of longer contracts / 

Mr. Lynn. We would hope that instead of long-term commitments 
we would concentrate getting our supplies down to normal as quickly 
as possible. 

Mr. Poace. How quickly ? 

Mr. Lyn. W ell, a lot of.it depends on the action of this committee, 
as you know. 
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Mr. Poace. You have not the slightest idea that we can get our sup- 

lies “down to normal,” as you say, within the next 10 years, have you? 

Mr. Lynn. Yes, I hope so. 

Mr. Poace. That is an ambition we all would like to share with you. 
We all hope so, but I had not thought that anyone had much more 
than a hope that it could be done without war, drought, or some other 
disaster. 

Mr. Lynn. Yes, I think we ought to look forward not to exceed 5 

ears in getting our supplies in line with normal carryover. If you 
start with that assumption, which we do, then we doubt if it is good to 
enter into as much as a 10-year agreement with the countries we are 
supplying food. ‘ 

Mr. Poace. Of course, if I had any idea that we were going into a 
situation where, in 5 years, we would get back to what you call normal, 
I would feel much relieved, but I recall that 5 years ago you held 
exactly the same ambition and exactly the same hopes you now express, 
and in those 5 years we have accumulated greater surpluses than we 
have ever accumulated before. 

Mr. Lynn. We have confidence that you are going to change the 
basic law to avoid continued accumulation. 

Mr. Poacre. That leads me then to something you said on page 7. 
I think we ought to discuss that a moment. You have said, “Change 
the basic law.” 

I feel sure that there should be some change in the basic law. I 
think we all agree on that point, but if I understand what you have 
said here, it is that you feel—and I think you have said it before— 
that because we have sought to try to maintain some stability of price 
to the producer, we have produced more of these commodities than 
we should have produced. 

That is basically your opinion; is it not? 

Mr. Lynn. Basically, Mr. Poage, it is a Government guarantee of 
a profitable price and that is not just stability of price. 

Mr. Poacre. You feel that the present support price on cotton and 
wheat is higher than we should have? 

Mr. Lynn. Our tremendous surpluses, Mr. Poage, were not brought 
forth with the price-support levels we now have, for example, with 
cotton. Our tremendous surpluses in wheat, for example, were brought 
forth with $2 wheat. Of course, we contend that the $1.80 price sup- 
port will continue to bring forth surpluses. 

Mr. Poacr. I understand that is your position. 

I do not think the wheat crop this year will be as large as the year 
before, but the corn crop will be considerably larger. 

What I want to get at is this: I believe, and some of the others be- 
lieve, that low support prices always tend to cause farmers to plant 
more, not less. They do so in an effort to make up in volume what 
is lost in price, whereas you believe a low support price will cause 
the producer to plant less, not more. That is about our difference in 
opinion ; is it not ? 

Mr. Lynn. Without Government guarantees of high prices on cer- 
tain commodities the farmer is able to shift his enterprises to those 
things he thinks he can make more money with. 

Mr. Poacr. That comes then to what we are talking about right 
here.’ The question then is, What would happen? I have been. seri-. 














376 EXTENSION OF PUBLIC LAW 480 


ously interested in this. What do you assume would happen if ‘we 
were to wipe out all support prices today ? 

Mr. Lynn. It would be disastrous. We just could not live with 
any such action. 

Mr. Poace. I do not think we could either, but is not that exactly 
what, you are telling us that you want to do? Possibly you would 
rather remove supports gradually than to wipe it out all at onge, 
You do want to reach a point where we will not have the support 
prices; do you not ? 

Mr. Lynn. No; we are for price supports, Mr. Poage. 

Mr. Poagsr. Continual price supports ? 

Mr. Lynn. Price supports that 

Mr. Poace. You want them at something less than the market price? 

Mr. Lynn. We want the market to be able to function. 

Mr. Poacr. The market cannot function if the support price is 
above the market price. 

Mr. Lynn. That is right. 

Mr. Poace. You want the support price somewhere below the 
market price? 

Mr. Lynn. Our recommendation has been 90 percent of the 3-year 
market average. 

Mr. Poacr. Below the market price? 

Mr. Lynn. Below the previous 3-year average market price. 

Mr. Poace. You want the support price to be somewhere below the 
market price? 

Mr. Lynn. Below the previous 3-year average market. price. 

Mr. Apert. Mr. Chairman, I may be misconstruing something, 
but if the market price goes too low, you want it pegged on the pre- 
vious market price? 

Mr. Lynn. That is right. 

Mr. Apert. You do not want it below the present market price. 
The present market price is too low? 

Mr. Lynn. That is right. 

Mr. Poace. Let us put it another way. He hopes that the market 
price will be above the support price. 

Mr. Lynn. That is right. 

Mr. Poace. He wants the support price below the market. priee. 
I think that I have said it correctly and I think he answered it. cor- 
rectly, giving a factual statement of what he wants, of what the Farm 
Bureau position is, and that he wants the support price below the 
market. price. | 

I think you do; do you not? 

Mr. Lynn. No; Mr. Shuman went over this, as you know, hour 
after hour, 2 weeks ago. 

Mr. Poager. I knew he did; and that is what he said. 

He said that in case of emergency, he wanted a support price there 
to hold up the market when there was an emergency condition. 

Mr. Lynn. It just depends on what your philosophy is with regard 
to the functions of price. 

Mr. Poace. That is what I am trying to get clear. 

Mr. Lynn. Let me explain what our position is. 

Our position with regard to Government price supports is that 
it should not be the price. The market price we believe, if it is allowed 
to fluctuate, in most years will be above the price supports. 
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the price, then you come out with a completely different answer 
than you do if you start from where we do. 

Mr. Poace. I know that you do, and I am not trying to quarrel 
withthat. Iamtryingtogetitclearhere. 

We had it quite clear and I think it is quite clear that what you 
want, what you hope for and what your objective is, is to have the 
support price below the market price. : 

am not saying that you do not want a support if the market drops 
more than 10 percent below what it has been, but you do not want 
that support price to be fixed above what the market has been. You 
would coed a terrible situation if your desire was to keep that market 
below that low support price you advocated. 

You advocated a support of 10 percent below what it has been. 
If you want the market to drop below that, you hope for disaster 
for our farmers and I know you do not want that. 

Mr. Ausert. As I understand it, they want their support price 
based on the previous market price, without reference to the present 
market price, hoping that it will not be invoked except when the pre- 
vailing price is abnormally low. 

Mr. Lynn. Thatisright. That isa good statement. 

Mr. Poacr. That is probably a good statement, but am I not cor- 


, reet in saying that what you hope is to have a support price below 


the market price ? 

Mr. Lynn. Not in any given year. We hope that the market would 
be allowed to operate and that the price will always be above 
the support price. 

Mr. Poace. That is exactly the same thing in reverse. If you hope 
the market price would be above the support price, then you hope 
the support price would be below the market price? 

Mr. Lynn. No sir; that is not the basis of our policy. 

Mr. Poace. We are getting nowhere with this sort of thing. I 
am seriously trying to find out what you are advocating here, but 
as usual when your organization speaks, our great. problem is ever 
getting a clear-cut statement of your position. 

I am telling you in clear-cut language that I want the support 
oT ages enough to maintain the market. You do not want it that 

igh? 

Mr. Lynn. We completely differ on that, Mr. Poage, if it means 
that the support price should be the price received by farmers. 

Mr. Poacr. That is all I am trying to get in plain language, that we 
do differ on that and you want support prices much lower. You 
want the support price to be below the market price and you hope 
that it will be there. I am not saying you hope that the bottom 
is going to fall out of the market. 

Of course, when it falls out of the market, you want that support 
price to function but you hope that it will never function because you 
hope the market will stay high enough so it will not be necessary. 

I am just assuming that you are trying to do something for the 
farmer. I am not going to assume that you hope, or that you want, 
or that it is your desire, that the market will drop below that. very 


_ lowsupport price. I do not think you want that. 


} 
| 


I think you want the market above the support price and if you 
do, you obviously must want your support price below your market. 
442735925 
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Mr. Lynn. We hope that the market price will be the highest price 
possible. ; 

Mr. Poacr. You want your market as high as you can get it, 

Mr. Lynn. Yes, sir. 

Mr. Poace. Let us go back here and see what happens when you 
suggest that in the past we have been moving a very large portion 


of our agricultural commodities into export markets because we | 


have had what you call a high support price. I do not consider $1.77 
high for wheat. I consider it low. 

I think it is far too low. I do not consider 31 or 32 cents for cot. 
ton high for the producer. I consider it far too low a return for 
him, and yet I realize that it is too high for the mills who can buy 
synthetics cheaper. 

I do not consider any of our support prices at present high, but I 
recognize that our competitive position must be considered. That is 
why I have favored compensatory payments. 


There is another difference in our opinion. I would try to main. , 


tain farmer income. 

I consider that the price of agricultural commodities should bear 
a substantial relationship to the income of other segments of our 
economy, such as labor and industry. I think there should be a te- 
lationship and I think that the parity formula measures that rela- 
tionship very well. I, therefore, would not agree with you in scrap- 
ping parity, or in substituting some lower figure. 

I / not look upon present or recently passed farm supports as 
being at all high, but relatively very low. 

Mr. Lynn. They are very high for Government-guaranteed prices, 

They are not necessarily high for market prices but when you—— 

Mr. Poace. I consider them very low. There, again, is one of the 
differences of opinion. 

Mr. Lynn. That is where we differ. 

Mr. Poaces. Yes, that is one of the places where we differ. I think 
they have been very low and you think they have been much too 
high. 

Mr. Lynn. If it were not for the price incentives we have had in 
some of these price support and adjustment programs, there would 
not be the need for the great subsidies we have to pay now for our 
agricultural exports. 

Mr. Poace. Of course, if you let wheat move at $1.10 a bushel, we 
would move a lot more of it on the world market without any subsidy 
than you can do if you are going to try to keep the price up to $1.77; 
is that right? 

Mr. Lynn. That is not our program. That was your statement. 

Mr. Poace. What is your program ? 

Mr. Lynn. We recommend a program for wheat based on 90 per- 
cent of the previous 3-year market price for wheat. 

That is not $1.10. 

Mr. Poace. It will get down there, will it not? 

Mr. Lynn. We do not think it will. 

Mr. Poace. Mr. Shuman was here and he was supposed to get us 
some figures. 

He has not sent them up here yet, has he? 

Mrs. Gatiacuer. No. 
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rice Mr. Lynn. We have supplied that for the record; yes, sir. They 
have been made a part of our testimony. 1 
Mr. Poace. I am not saying that they have not. I have just not 
geen them. Mr. Heimburger says he has not seen.them. . Mrs. Galla- 
you gher says she has not seen them. Who has them? I would like to 
tion | gee them. 





we Mr. Lynn. You have to make all kinds of assumptions when you 
1.77 | start projecting a long time in advance. I think the burden of the 
figures we supplied for the record were based on the program being 
cot- in effect in previous years because then you have some measuring 
for | stick to use in connection with this market price. 
buy Mr. Qurm. Just one question. It would make a difference what we 
| determined to do with the surplus, whether we would allow that to 
utI | go out of the domestic market for whatever the price was for that 
ut is | year, or if-we were going to freeze it by setting some higher figure 
_ than the support level. 
ain- Mr. Poace. I do not think that that will make any great difference; 
| Ido not think the American people are going to eat any appreci- 
bear ably larger amount of wheat regardless of at what price it sells. I 
our do not think the American people are going to use much more corn 
.te- | regardless of what price it sells for. I do not think the American 


rela- people are doing without very much food or fiber because of price. 
rap- | Unless they are, it does not make any difference how low you bring 
the price on the domestic market, you are not going to sell any more 

S as than you are oe today. 
Mr. Quire. Would not the price drop lower if you were to suddenly 


ices, dump 1 billion bushels of wheat,on the market ? 
_— Mr. Poace. Yes. But I do not think that the American people 
fthe | would eat more flour if you dropped the price to 50 cents a bushel. 


Mr. Quire. The same thing would be true of tobacco. They would 
not smoke any more cigarettes. 
hink Mr. Marruews. I would smoke more cigars if they were cheaper. 
| too Mr. Poace. Would you now? I doubt that very seriously. The 
price of the tobacco in your cigars makes up an insignificant part of 


d in the total cost of the cigar. If the price of tobacco were cut in half, I 
ould do not think a cigar would drop one penny, and I do not believe you 
‘our | would smoke any more than you do now if you broke the price 
of tobacco 50 percent. 
L, We | Mr. Marruews. What I meant was, if I could get that cigar 6 for 
sidy 55 cents instead of 3 for 55 cents, I would smoke two or more a day, 
L.77; but I will not get them at that cheaper price. 
Mr. Poacer. If the tobacco farmer gave the tobacco away you would 
nt. = get 6 for 50 cents. It would not cut the cost of three of them by 
cents. 
per: Mr. Marrnews. As usual, I agree with our vice chairman. 
Mr. Srussiertetp. If the support price of the commodity deter- 
mined the market price of that commodity, and that commodity was 
| moved at that price, what would be your position on the support for 
that commodity ? 
at us Mr. Lynn. Our specific position with regard to support prices 


varies with the commodity. 
Mr. Srussterre.p. Let us take tobacco. 
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a Lynn. At the present time we support 90 percent of parity for 
tobacco. 

Mr. Srussterie.p. If the support price determines the market price 
that tobacco will move to the market, would your position be to main. 
tain 90 percent ? ) 

Mr. Linn. Yes, for tobacco. In other words, if your burley tobacco 
moved at the support price—— 

Mr. Srussierievp. Correct. 

Mr. Lynn. Really on the market—— 

Mr. Srussteriecp. Then you would not go for the 3-year market 
average ¢ 

Mr. Lynn. No. We arenot recommending that for tobacco. 

Mr. Srussierrevp. Do you agree that the support price determines 
the price of tobacco ? 

Mr. Lynn. Well, to some extent it does in tobacco. However, it 
varies with the type of tobacco. In the case of burley it didn’t last 
year for the most part and in the case of Flue-cured it did to some ex- 
tent. Burley went way above the support price last year. 

Mr. Srups.erieLp. Without the support price you do not think that 
burley would maintain a price of 72 cents per 100 pounds very long, 
or Flue-cured, or dark-fired ¢ 

Mr. Lynn. We are not advocating any discontinuance of price sup- 
port. for tobacco. 

Mr. Apert. May I ask, what do you think of the President’s food 
for peace proposal as part of Public Law 480? 

Mr. Lynn. We are not for the administration’s legislative pro- 
posals. We are for using food for peace, but you spoke of the par- 
ticular proposal that is now pending. We are not for that proposal. 
We believe under Public Law 480, and under our mutual security pro- 
gram, that we are using our food for peace. 

Mr. Avzert. That is all. 

Mr. Lynn. Mr. Harris would like to supplement that. 

Mr. Harris. As far as the overall concept of food for peace goes, 
it is fine. As far as having conferences with other exporting nations, 
that is one of the things that we have really needed. ie far as specific 
legislative proposals that have been made to amend title I to allow 

donations of food, we are opposed to that. 

As far as the idea of meetings, like wheat utilization conferences, 
meetings with other exporting nations to determine overall prin- 
ciples of exporting surpluses, we certainly support the conferences. 

Mr. Poace. Mr. Lynn, I want to go back to this proposition that 
I was discussing a while ago—where we would go if we were to wipe 
out our support program. Just what is it you do want to wipe out? 
You suggest that if we had not had the program we have at the 
present time we would not have so much surplus to sell on the world 
market and we would not have this problem with other nations. 

Just how much would you go ahead and wipe out? You would 
wipe out controls, I take it ? 

Mr. Lynn. No. Our discontinuance of acreage allotments is ona 
very selective basis. 

Mr. Poace. On what crops would you wipe out acreage controls? 

Mr. Lynn. We supported the so-called Belcher amendment to the 
wheat bill which gave farmers a choice as to whether they wanted 
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higher supports and controls, or freedom to plant with lower sup- 
rts. We supported the provision of the corn bill last year which 
vided for a referendum doing away with acreage allotments. 

Mr. Poace. You want to wipe out controls on wheat and corn? You 
want to leave it on cotton and tobacco ? 

Mr. Lynn. We have not made any recommendations for discon- 
tinuing acreage allotments on those commodities. 

Mr. Poace. I am not asking you what recommendations you made. 
All I am asking you about is your statement on page 7 where you say: 

But, at the same time we have not been successful in removing the Govern- 
ment incentive for surplus production. 

Mr. Lynn. That is right. 

Mr. Poace (reading) : 

As a consequence, U.S. farmers have continued to produce these commodities 
having high Government-guaranteed price supports in excess of effective market 
demand. 

Just what would you wipe out? Do you think if we simply did 
away with the present pty or lowered the support we then would 
not produce so much of these commodities? Is that the idea? 

Mr, Lynn. Well, the commodities in which we have the tremen- 
dous stocks in CCC are those commodities on which we have continued 
to have high Government-guaranteed prices. 

Mr. Poacr. Because they are the only ones on which the Govern- 
ment makes a loan. There could not be anything else in Government 
stock because the Government does not loan on anything but the crops 
they are supporting. 

Mr. Lynn. Take soybeans, for example. The price supports have 
not been fixed rigid and high and we have continued to move our 
soybeans. 

Mr. Poace. We lost $1 billion that we paid out in the subsidized 
movement of those oils. I believe I have heard that it cost more than 
$1 billion in the last year. Is that not right, on vegetable oils? 

Mr. Lynn. I am not aware of that. 

Mr. Poacr. Of which soybeans and cottonseed were about 99.9 per- 
cent, 

Mr. Lynn. The only point that we are trying to make here is that 
so long as we have a high fixed Government guaranteed price support 
the farmers will continue to produce. That is being demonstrated 
under wheat year after year after year. And our only point was, as 
long as we have that incentive to produce it does not matter how 
many Public Law 480’s we have, we are going to put more in the bin 
than we take out. All we are pleading = here is a continuation of 
Public Law 480, and the modification on a gradual basis of our price 
support program in order to try at some future date to get these sup- 
plies in line withthe demand. That is our position. 

Mr. Poace. Mr. Lynn, I may never understand what you say. If 
I do understand what you are saying, you are saying the present pro- 
gram is causing us to have these export commodities. 

Mr. Lynn. That is right. The present programs are causing our 
surpluses. 

Mr. Poaae. In excess quantities. 

Mr. Lynn. That is right. 
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Mr. Poace. And if we were to stop the present program—— 

Mr. Lynn. No, not stop it, but modify it. 

Mr. Poaer. Modify it, change the present program, and we would 
not build up these surpluses? I cannot find out on what basis you 
would not build them up. Obviously, if you do not have controls you 
are going to grow more wheat. 

Mr. Lynn. Not necessarily. 

Mr. Poaer. At any support price? 

Mr. Lynn. Not necessarily. 

Mr. Poace. What would those people who are now growing wheat 
do? 

Mr. Lynn. They could grow grain sorghums or other crops. 

Mr. Poacre. You will then have an even greater excess of grain 
sorghums. 

Mr. Lynn. They could produce a long list of things. 

Mr. Poacer. If you do not grow wheat you are going to grow an 
excess of grain sorghums or corn. Just changing to your lower sup- 
port prices will not reduce the total production of agricultural com- 
modities in the United States. 

Mr. Lynn. When you ask a question like that, that is not based on 
our position and you want me to answer it “Yes” or “No,” it becomes 
rather difficult. 

Mr. Poace. I have not asked that you answer “Yes” or “No.” Just 
give me your position. I honestly have not yet understood it. You 
have told me two or three times that you did not intend to take off con- 
trols, you favor continuing controls. Then you have told me that you 
did not intend to wipe out all supports, you just wanted to lower them, 
you wanted to continue supports at a lower level. A level somewhere 
below the recent market level. 

Mr. Lynn. What commodities are you talking about? 

Mr. Poace. I am talking about every commodity because that is 
what you are talking about. 

Mr. Lynn. No, we are not. 

Mr. Poace. I am talking primarily about wheat, corn, and cotton, 
because they are the big surplus commodities, and you suggest if it 
had not been for the present program we would not have these sur- 
pluses on the world market. What is going to happen to the produc- 
tion of that land, Mr, Lynn, no matter what you do about price? 

Mr. Lynn. Let us take wheat, for example. 

Mr. Poace, Allright. 

Mr. Lynn. We favor a program for wheat which would gradually 
move from the program we now have, which has resulted in surplus 
production of wheat; 55 million acres at an incentive price equals 
surplus production. Our program would be to give farmers a choice 
in a referendum in which they would vote whether they wanted to 
continue high rigid price supports at $2.13 a bushel, as the House bill 
provided, with controls, or do away with the acreage allotments and 
go to 90 percent of the previous 3-year market price. 

Mr. Poace. You would do away with the acreage allotments? 

Mr. Lynn. In the case of wheat, yes. In the case of cotton, the 
current program on the books gives the cotton farmers the choice 
between A and B. Under our program in 1961 the acres will be based 
on the estimated consumption domestic and export plus carryover, 
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and the price would be supported at 90 percent of the previous 3-year 

market price. That is not in the law, but it is our program and 
till is. 

; In the case of corn we are for the present program with regard to 

corn that is in effect in 1959, minus the 65 percent parity gadget. We 

do not support that. We wanted it based on 90 percent of the 3-year 
revious average market price. 

In the case of tobacco we support the present program. We did 
recommend, in order to stabilize the price, to keep it from continuing 
to go up under the modernized parity formula, a temporary freeze of 
tobacco price support in order to give us an opportunity to work this 
thing out to better stabilize the price of tobacco. 

The present rice program we support. 

My only point is we cannot answer these questions generally. We 
havea different price support program for different commodities. We 
always have. 

Mr. Poaere. You propose to have unlimited production of wheat 
and corn. 

Mr. Lynn. With a modification of the price support, it would be 
limited by the decision of farmers. 

Mr. Poace. That is right, but unlimited production and lower price 
support. Let us assume that your price goes down, and you want it 
to go down 

Mr. Lynn. No. The price support for wheat should be changed, 
but the price should not go down. 

Mr. Poace. Do you think that the market price can stay up with 
lower supports on wheat ? 

Mr. Lynn. I think that a great deal would depend on what we do 
with the Commodity Credit Corporation stocks we have. We are for 
isolating those stocks as we go to these new programs to prevent that 
wheat from being dumped on the market. 

Mr. Poacr. And you are for unlimited acres? 

Mr. Lynn. In the case of wheat, acres would not be limited by 
Government. 

Mr. Poacr. And in the case of corn? 

Mr. Lynn. Yes, not by Government. 

Mr. Poage. And in feed grains of all kinds? 

Now then what is going to happen to that land that has been in 
wheat, corn, and feed grains? It is going to produce just exactly 
the same amount regardless of what the farmers are getting for it. 
That does not affect the Lord and the rainfall. It does not affect the 
grasshoppers and the hot wind. The weather is going to be the same 
whether the price support is 100 percent of parity or 50 percent. 
What is going to happen to that land? Are you going to provide 
some way of laying that land out? 

Mr. Lynn. The farmer will plant whatever he thinks will bring 
him the most return in the fall, or whenever he harvests his crop, 
just like you and I used to do before we ever heard of price support 
programs when we were farmers. 

Mr. Poace. Yes, he will plant all of his land. 

Mr. Lynn. He will put his land into something he thinks will 
bring forth a profit. 

Mr. Poacr. That is right. 
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Mr. Linn. We support the conservation reserve. We support an 
expansion of the conservation reserve program, giving the farmer an 
opportunity to retire some of his land if. he can. 

Mr. Poace. Do you support spending enough money on the con- | 
servation reserve program to give him an opportunity to put all the | 
land that he does not want to put in wheat and corn into the eon. 
servation reserve ? 

Mr. Lynn. No. 

Mr. Poace. Where is that land going? 

_ Mr. Lynn. It is going into enterprises, crops, and back to pasture, 

into hay, depending on what the farmer thinks he can make the most 

net return from. 

_ Mr. Poace. As a matter of fact, through the great wheat area there 

> very little of it going into hay because you cannot grow much hay 
ere. 

Mr. Lynn. In the Great Plains area a lot will got to sorghums, 

: Mr. Poage. Yes, it will go to feed and create another surplus prob- 
em. 

Mr. Lynn. Some of it ought to go back to grass. A lot of the 
Great Plains area, with the Great Plains program and the ACP pro: 
grams, could go back to grass. 

Mr. Poace. I said if you were willing to put up enough money 
in a conservation program you will get some of it moving back, but 
I do not understand you to say that you would support putting up 
enough money to do that. 

Mr. Lynn. We are not for another acreage reserve, Mr. Poage, 

Mr. Poace. I did not think so. I hope not. Consequently, you 
are just coming back to what we have today unless you are offering 
some other tools. When you take off acreage controls you are simply 
going to get a substantially larger amount planted each year. I do 
not see how it is going to reduce our production 1 bushel. 

Mr. Lynn. It will reduce the production of some of these com- 
modities that are in oversupply. We think that it will adjust itself 
much quicker than if we continue the present program. 

Mr. Poace. When I asked you what that land is going to you could 
not tell me anything that it is going to except something else in sur- 
plus supply. 

Mr. Lynn. Not necessarily in surplus supply. 

Mr. Poacr. What, for instance, does it go to? I am talking about 
a practical matter. I suppose that there would be 8 or 10 acres of 
millet planted in each county. Somebody still has seed, but as a 
practical matter what is that land going to? 

You have answered correctly, as a practical matters the wheat land 
is going to feed grains. If a man takes feed grains out, he is prob- 
ably going into wheat, only a little of that land will ever go into grass. 
I do not suppose you think we are faced with a shortage of cattle at 
the present time ? 

Mr. Lynn. No, but that is a good enterprise to get into from its long- 
term aspects. 

Mr. Poace. It looks to me like it had some fine prospects of breaking 
anybody that will touch it at the present time. You are not going to 
invest any money in it, are you? 

Mr. Lynn. A lobbyist does not make very much. 
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Mr. Poacs. You told me about operating a farm in South Carolina. 
You are not going to put that farm into cattle, not at this time. 

Mr. Lynn. No. 

Mr. Poace. Neitheram I. And I do not know anybody that is not 
afraid of the cattle market, do you? 

Mr. Lynn. No, since the cattle market has gone through a very 
high period. 

fr. Poacr. Be serious, Mr. Lynn. There is not anything this land 
can go into without aggravating other surpluses, is there? 

Mr. Lynn. Well, we have a lot of things that are not in surplus 
in this country. 

Mr. Poacr. And what can you grow on this land on the Great 
Plains ? 

Mr. Lynn. Are you talking about the dryland area ? 

Mr. Poage. I am talking about the land where the surplus of feed 
grains and of wheat is being grown. What can you grow except these 

ins? 

Mr. Lynn. The surplus of wheat is not being grown necessarily in 
the Great Plains area. It is being grown a lot in the Middle West 
and in such places as South Carolina. 

Mr. Poacs. Let us assume that you go out of wheat. That will add 
to cotton unless you can control cotton. 

Mr. Lynn. No. We are not for doing away with acreage controls 
on, cotton. 

Mr. Poace. You are going to control cotton. Then a man will be 
forced to grow corn. 

Mr. Lynn. He may grow soybeans. 

Mr. Poacz. The Government spent over $1 billion moving the soy- 
bean crop, and the Government is accumulating corn to where I am 
scared to say how much we have of feed grains on hand at the present 
time. So we do not help anything by you going either to corn or soy- 
beans. You are still buying an unwanted surplus. 

All I am saying is there is not any place you can go. You can go 
to Mr. Latta’s country where they are growing wheat and get. him out. 
of the wheat, business, but what do they go to? 

Mr. Larra, Tomatoes. 

Mr. Poaas. Campbell could not buy all of the tomatoes you could 
grow. You could grow enough to supply them in one-half of one 
county. When you turn toa big production, they aregoing back into 
corn. Ofcourse, they are. 

Mr, Lynn. They will get back out if they see something that will 
make them a little more money. 

Mr. Poags. Of course that is true, but neither you nor I nor the 
farmers see anything they can turn to and aa expect, to make 
alittle more money. 

Mr. Lynn. That is what we want them todo. That is our program. 

Mr. Poacr. Of course they will be shifting all the time. All I am 
saying is that the sum total of production will be greater, not less. 
When you tell us that the support programs have been responsible 
for the surplus you do not suggest a program that will stop the build- 
mg np of surpluses. 

r.Lynn. Yes, wedo. The program I have outlined represents our 
best, judgment. 
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Mr. Poace. Your judgment is awfully poor for somebody who js 
supposed to be familiar with the facts of life. You feel that simply 
by lowering prices and letting the people plant all they want to they 
will stop growing wheat and feed grains. 

Mr. Lynn. You do not accurately state our program. Mr. Poage; 
we completely disagree. You know that. 

Mr. Poace. That is right. 

Mr. Lynn. Your philosophy and ours does not agree. 

Mr. Poace. I know. 

Mr. Lynn. And to start from where you start and where we start 
from there is no way for you and I to agree, and we could argue 
here until noontime. 

Mr. Poage. I am sure of that. 

Mr. Lynn. And I would not change you and you could not change 
me. 

Mr. Hoeven. In the light of the perfect understanding between 
Mr. Poage and Mr. Lynn, I suggest we get back to Public Law 480, 

Mr. Lynn. I would love to. 

Mr. Smiru. I would like this on the record. 

There is always a lot of talk around this committee about putting 
the high plains and the Great Plains lands back into grass. The Fed- 
eral Government has been trying to do that for a long time, and most of 
the people around seem to be of the opinion all that you have to do 
is to some night, or some day, go out and plant your land in grass and 
the next day you can start using that land for grazing. It is a long 

rocess. It is at least a 4- or 5-year process. The Government, as 
Mr. Breeding well knows, out in his area within 30 miles of him, took 
over a project of restoring some of that land back and they would not 
let antes put a cow on there for grazing for 10 years. It is not a 
simple matter to plant this excess land back to grass, it is a long-drawn- 
out process. 

Mr. Breeptnc. Yes. I would like to make the statement that I live 
in that country and I lived in that country when it was practically 
all grass and I know that a quarter section of grass has very little 
value in comparison to the production of wheat, grain sorghums, or 
crops, so my people are not interested in going back to grass when 
they have to wait 8 to 10 years after it is seeded before they can use 
it. 

Certainly, as Mr. Poage said, the price of beef is pretty uncertain at 
the present time. I cannot for the life of me see how you can recom- 
mend a program of cheaper prices for wheat production with the 
increased cost of production continually going up. It seems to me 
what you have recommended this morning is cheaper prices for wheat. 

Mr. Lynn. No; I have not, Mr. Breeding. 

Mr. Breeptnc. You advocate 90 percent of the last 3 years, which 
definitely would be in the neighborhood of $1.35 or $1.40 a bushel in 
wn Those are cheaper prices because presently we see wheat at 

1.77. 

Mr. Lynn. The market price and the support price are two dif- 
ferent things in our way of thinking. You are talking about Gov- 
ernment price supports, and we are not for Government price sup- 
ports necessarily being the price. 

Mr. Breepinc. How do you propose higher prices for wheat with 
all the surpluses that we have on hand ? 
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Mr. Lynn. It will be very difficult. We have to be very careful 
how wedoit. It has to be gradual. We cannot drop what we have and 
That is the reason that we supported the so-called Belcher 
amendment, in order to give the farmers an opportunity to vote as to 
which way they want to go. I believe if we gave farmers an op- 
rtunity they would vote to do away with the controls and gradually 
ower the price support for wheat. 

Mr. Coap. Mr. Lynn, I understand, made the statement that we 
start from two different opinions in this discussion which has been 

araded here this morning, and I am sure probably the starting place 
is different, but I think that we are missing the point because it is the 
place where we end up that we ought to be looking at, and what this 
committee is concerned with No. 1 is the economic welfare of the 
American farmer. That is the end result, and cheaper prices and 
greater production have been anathemas to the farmers in the last 
5 or 6 years, and probably for a generation. 

I do not think by lowering prices and increasing production along 
the line is in the best interest of the welfare of the erican farmer, 
so I totally am bound to disagree that because we are starting from 
different points that is the basis on which to conclude the argument. 
I think it is the end result that is primarily most important. That 
is all. 

Mr. Garuines. What percent of the amount that would go into title 
I of Public Law 480 do you think would be set aside for market devel- 
opment purposes? I believe that your statement revealed that 1.5 
percent is now being used for market development. How much do you 
think ought to be added to the 1.5 percent ¢ 

Mr. Lynn. It is hard to say exactly the percent, but we believe that 
there ought to be more than there currently is, pene in a num- 
ber of countries where we are running out of market development 
money. 

Mr, Harris. This is the thing—you cannot set on overall per- 
centages. There are some countries where we have enough forei 
currency for market development use but where it does not make a lot 
of difference. Where we have the problem is in the countries where 
we have the greatest potential markets. We should have a larger 
percentage set aside for those countries where we can perform an effec- 
tive market development program. 

Mr. Lynn. I only tried to make the point that each year authority is 
given for more people to reach into the bag, and this tends to squeeze 
out what we think is the No. 1 objective of this committee in passing 
Public Law 480, which was market development. 

Mr. Gaturnes. You recommend some flexibility be put into the 
program ? 

Mr. Lynn. That is right. 

Mr. Garuines. To make available a larger percentage of these 
funds in those particular countries where we have an opportunity to 
develop a market ? 

Mr. Lynn. That is right. 

Mr. Garutnas. You have opened up your office in Rotterdam and I 
understand it is doing a good job. You recommend also 50 percent 
should be paid by organizations such as the Farm Bureau and not more 
than 50 percent derived from these counterpart funds. 
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Mr. Lynn. That isright. In the case of the Farm Bureau operation 
we are paying all of that, 100 percent. We have recommended that any 
outfit going into the market development field ought to put up at leagt 
50 ay of the expense. 

Ir. Garuines. How are we going to go about getting that done$ 
You think that it can be done by putting it in a committee report? How 
do we achieve it legislatively ? 

Mr. Lynn. Are you talking about the 50 percent? 

Mr. Gatuines. To get this 1.5 percent raised. 

Mr, Lynn. We suggest in the committee report a good strong para- 
graph in this regard would be quite helpful. 

Mr. Harris. Actually we suggest two things, not only that you do 
not add any more uses to section 104, but also that you put it in your 
report that no more should be added. 

r. Horven. Mr. Lynn, the Farm Bureau recommends an extension 
of title I for 2 years with an authorization of $2 billion. Then you 
break it down, $1.2 billion for the first 12 month period beginni 
January 1, 1960, and $800 million for the next annual payment peri 

What is the basis for that particular breakdown ? 

Mr. Lynn. Primarily the basis is to continue to indicate that Pub- 
lic oY 480 first is a temporary program ; secondly, it is on a diminish- 
ing scale. 

r. Jounson. Now, I would like to go to the corn program. You 
stated that the corn program was your program except for the 65 
percent support; that it could not go below 65. What would corn be 
wigporee at under your program this year? 

{r. Lynn. I think that corn is being supported under the Farm 
Bureau program this year. 

Mr. Jounnson. Then if the program is not a success this year you 
cannot blame it on the 65 percent? 

Mr. Lynn. No. We would not even contend that. 

Mr. Jonnson. You take the responsibility if the program is not a 
success then ? 

Mr. Lynn. No. We will be happy to share that with you and the 
others here. 

Mr. Jounson. I did not vote for the law. 

Mr. Lynn. I would not be too disturbed about the increase in corn 
acreage because when you consider the fact the acreage reserve is no 
longer in effect—— 

Mr. Jonnson. The Farm Bureau’s program is 65 percent and it 
should be repealed from the law ? 

Mr. Lynn. We have not so recommended. 

eats JoHNson. You say that is the only thing in the law that you 
object to. 

r. Lynn. We have not recommended that that be taken out this 

ear. 
. Mr. Jonnson. Is the Farm Bureau worried about the great corn 
acreage grown this year? 

Mr. Lynn. Not necessarily. We expect an increase, particularly 
coming in a year when the acreage reserve was ator but if you 
look at the total feed grain production and the takeoff, it is not as bad 
as has been pictured because some of the other feed grain acreage has 
been reticed, as you know. 
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Mr. JoHNSON. roe ne to the difference in views between you, 

and the chairman on the two programs, would you admit this: If 

there were just an oversupply of wheat and an undersupply in all 

other production, would your program work better than under the 

present circumstances? If they lower the support on wheat, they will 
into other commodities. 

Mr. Lynn. I think any program working toward the market price 
would work better the less surpluses you had. 

Mr. Jounson. There is a surplus in practically every commodity, 
and a lot of them are not supported. Take the poultry industry, for 
example. That is not supported at all and look at the overabundance 
of poultry we have. : . 

Mr. Lynn. We are speaking primarily of surpluses in the hands of 
the Commodity Credit Corporation, which is the basis for operations 
under Public Law 480. 

Mr. Jonnson. Why is not the poultry program working? The 
market price is the support price in poultry, yet look at the over- 


supply. 

ir Lynn. The poultry program will work, I think. 

Mr. Jounson. The farmers are going broke to have it work. 

My Lynn. Some may, but we have always had that. We are not 
recommending any Government intervention in the poultry business. 

Mr. Jonnson. Let nature take its course? 

Mr. Lynn. If you want to put it that way. 

Mr. Breeprna. I would like to ask a question. Do you think that 
the wheat farmers of America are entitled to the same consideration 
as the corn farmers, and would you go along with a program with no 
controls on wheat with 85 percent of present parity ? 

Mr. Lynn. No, sir; we would go along with no controls on wheat 
and 55 percent of parity. 

Mr. Breeprne. Why the difference ? 

Mr. Lynn. We did not support the 65 for corn. 

Mr. Jounson. You did not tell me whether corn is supported under 
the Farm Bureau program. 

Mr. Lynn. It is supported this year. 

Mr. Jounson. What we have now is the same as the Farm Bureau. 

Mr. Lynn. Ninety percent of the previous 3 market years. Next 
year we understand the 65 percent will come into play. 

Mr. Jounson. How much will that be above the Farm Bureau’s 
recommendation ? 

Mr. Lynn. I do not know. There is no way of telling; it is based 
on what corn brings. 

Mr. Quire. I would like to understand this table that you have at- 
tached. It shows about 35 percent goes outside of Government pro- 
grams. How is this being exported ! 

Mr. Harris. You notice this is primarily Public Law 480. One 
hundred percent of the wheat goes out with Government assistance. 
In addition to all wheat being subsidized, 65 percent of the exports 
is under special Government programs for sale for foreign currency 
or donations, 

Mr. Qute. This table would be misleading. 

Mr. Harris. I think it is rather clear with the asterisk, “Program: 
Public Law 480, all titles and mutual security program section 402.” 
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These are specified Government programs, not the Government overal] 
subsidized. | 

Mr. Que. Which of these commodities, going down the line, are 
without any Government program whatever? What about feed 
grains? 

Mr. Harris. Twenty-eight percent moved under special Govern- 
ment programs. 

Mr. Quire. Under these programs ? 

Mr. Harris. Yes. 

Mr. Qui. Is there also a Government program similar to what is 
now in effect for wheat ? 

Mr. Harris. Yes; similar. 

Mr. Quie. For feed grains does the $309 million go without any 
Government subsidy, export subsidy ? 

Mr. Harris. We have a subsidy program for feed grains, too, 

Mr. Quiz. Does it all go that way ? 

Mr. Harris. No; I believe there are some feed grains exports that 
move out unsubsidized. 

Mr. Quiz. How about cotton? 

Mr. Harris. All the cotton moves out subsidized. 

Mr. Quiz. How about dairy products? 

Mr. Harris. I think virtually all our dairy products are subsi- 
dized, also. The dry skimmed milk is eubsidiaed substantially. 

Mr. Quiz. We still sell some evaporated milk? 

Mr. Harris. Yes; that is not subsidized. 

Mr. Qure. Is there any other form of unsubsidized dairy products? 

Mr. Harris. None that I can think of offhand. 

Mr. Qurme. How about dried whole milk? 

Mr. Harris. I think it has been subsidized in some cases, also. 

Mr. Quiz. I think that you ought to check on that. What about 
the other ones, vegetable oil and oil feeds? 

Mr. Harris. That is subsidized. 

Mr. Quire. Every bit of it? 

Mr. Harris. A large part of it. 

As far as fruits and vegetables are concerned, there is no subsidy 
program on them except maybe some section 32 funds. 

Mr. Quire. What about that 92 percent for tobacco? 

Mr. Harris. None of that is subsidized. 

Mr. Quire. And you do not have soybeans other than under oil 
feeds? 

Mr. Harris. We have the soybeans under vegetable oil and oil feeds. 

Mr. McIntire. There have been some proposals made that in the 
framework of the thought of food for peace there should be a sepa- 
rate administrative setup which would remove the jurisdiction from 
Public Law 480 and other programs of similar objectives into a sep- 
arate administrative framework. I would appreciate your comment 
on that. 

Mr. Lynn. In our testimony before the Senate Foreign Relations 
Committee last week we opposed any transfer of this to a separate 
agency. We believe that the administration of this Public Law 480 
program should be in the Department of Agriculture. 

Mr. McInrme. Would you give us a reason or two? 
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Mr. Lynn. Well, the best experts we have in the Government are in 
the Department of Agriculture with regard to processing, distribut- 
ing, and shipping of agricultural products. It would be hard to 
visualize the setting up of any other agency under the White House, or 
any place else, without drawing on these same people and to build an- 
other great bureaucracy in the process. We think that it ought to be 
kept right where it is. 

fr. McIntire. You think that it would be a bad device as far as 
administration is concerned rather than putting the area of responsi- 
bility into a concentrated form? 

Mr. Lynn. That is right. I think the proper coordination can be 
had now under the existing agencies, 

Mr. McIntire. You made reference to the situation where there are 
now 21 uses to which title I funds can be put.. Do you have any sug- 
gestion as to how the language in Public Law 480 might be changed 
whereby we could get appropriate emphasis on market development 
as a. use of these funds? There is 11.4 percent being used for market 
development. I suspect in different countries there are instances 
where higher percentages are being used. 

Mr. Lynn. Yes. 

Mr. McIntire. But I, for one, would appreciate your consideration 
of how we may improve the language of the bill in order to get back 
to the emphasis which the original legislation intended. 

Mr. Lynn. I believe, Congressman McIntire, if in the report— 
without any specific amendment to the law—you refer back to section 
104(a) and the original intent of Congress, this would give emphasis 
to this program, and I believe it is the real desire of the administrators 
in the Department of Agriculture to give emphasis to this market 
development. 

Mr. McIntire. Do you think that it might be administratively pos- 
sible if we set forth in the language of the bill a statutory requirement 
in this area ¢ 

Mr. Lynn. I do not believe it is necessary, sir. Of course, we have 
to make sure no new uses are authorized. Certainly confine it to what 
we have now with emphasis on 104(a). 

Mr. McIntire. It seems to me with regard to the multiple way in 
which these uses have grown that we are losing the advantage which 
we wanted in the original legislation by being simply bargained out 
of what money there is available for these other uses. 

Mr. Lynn. That is right. 

Mr. Suorr. Along this line of market development, I have won- 
dered sometimes about this. This is a very admirable objective, but 
I have wondered about the potential of this business of market. de- 
velopment in the light of the cost of production in this country as 
compared to the cost of production in other countries. 

For instance, if we by virtue of some of these wheat promotional 
activities that are presently going on,-with quite encouraging results, 
would be continually be in the position, as we build up foreign mar- 
kets in foreign countries, for our wheat as a typical example, are we 
going to continually be in a position of having to offer even greater 
and greater subsidies to maintain that part of the increased market 
we develop in foreign countries. Most of these foreign countries con- 
ceivably can produce wheat for less than we do, 
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Mr. Lynn. It is my opinion that we can compete with any country 
in the world in the production of wheat, and the places where these 
projects are proving successful are countries, for example, as Japan, 
which never will have the land acreage necessary to produce their ¢er- 
eal, and we believe we can look forward, if we can develop these niar- 
kets, to supplying them on a competitive basis. 

Mr. Suorr. On a dollar market ‘ 

Mr. Lynn. On a dollar market. 

Mr. Snort. As Japan’s consumptive capacity for wheat inc 
possibly I am wrong, but I have the idea in 4 mind that Australia, 
which 1s closer to Japan than we are, can produce wheat and is will- 
ing to sell wheat at a price lower than ours. 

f we are to maintain our share of the Japanese market ate we 
going continually to be in the position of having to subsidize the 
amount of wheat we sell to Japan in order to maintain our price 
relationship in comparison to Australia ? 

After all, they are going to buy this wheat eventually where they 
can buy it the cheapest. That is a simple, economic operation. 

Mr. cae I think we can. 

The reciprocal trade agreement program enters into this, as you 
know, Mr. Short. 

United States trade with Japan is tremendous. It is a two-way 
trade. 

I think as long as we can keep this two-way trade flowing we will 
be able to compete with Australia, New Zealand, or any of these other 
countries who produce wheat. 

They are operating under a government monopoly in most of these 
other exporting countries for wheat, and I believe under our rela- 
tively free enterprise system we can compete with any place in the 
world in the production of wheat. 

Mr. Smiru. What about the freight rate? 

Mr. Lynn. The ocean-freight rate ? 

Mr. Smiru. That is right. 

Mr. Lynn. I am not an expert in that field, Mr. Smith. 

Mr. Smiru. They can ship it cheaper from Australia than we can 
from here. 

Mr. Lynn. If you have two-way trade, if you load this ship with 
wheat from Seattle to Japan, and then we are willing to buy some 
things from Japan and bring it back to Seattle, that enters into it, too, 
sir. 

Mr. Harris. On that point, most of our wheat is shipped on tramps. 
As long as we are given the choice of using the ship with the lowest 
rate, regardless of what flag it happens to fly, we can keep competitive 
on freight rates. 

Mr. Matruews. We cannot do that now, though, can we? We have 
to transport a certain percentage of this in American ships. 

Mr. Harris. When under a Government program it has to be 
shipped 50 percent in American ships. This is the effect of a law that 
the farm program opposed vigorously. 

Mr. Marruews. I did, too, but we cannot change it. We have tried 
several times. 

That is another charge that. our friends in the shipping industry 
want to put on the backs of the farmers. 
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Mr. Poacr. We are very much obliged to you, Mr. Lynn. 

Mr. Homer Brinkley, of the National Council of Farmer Coopera- 
tives, is our next witness. 

We will be delighted to hear from you. 


STATEMENT OF HOMER L. BRINKLEY, OF THE NATIONAL COUNCIL 
OF COOPERATIVES 


Mr. Brinxuey. I have a rather short statement I would like to have 
the privilege of reading to the committee. 

Mr. Poacs. We will be glad to hear you. 

Mr. Brrnxiey. I am Homer L. Brinkley, executive vice president of 
the National Council of Farmer Cooperatives: The council is a con- 
ference organization of 129 regional and federated farmer business as- 
gociations with which there are affiliated some 5,000 local farmer as- 
gociations serving approximately 3.8 million farmer memberships for 
whom these associations purchase farm production supplies and mar- 
ket the commodities which their farmer members produce. 

As a matter of longtime principle, the national council has been 
opposed to State trading in agricultural commodities and has looked 
forward to a time when agricultural producers would attain the or- 
ganizational structure, financial strength, and necessary authority to 
adapt production and distribution to effective market demand, both 
domestic and foreign. We recognize, however, that the combination 
of depression, drought, war, and technological revolution succeeding 
and overlapping each other in the last quarter of a century have 
brought about in the agricultural sector of the economy large domestic 
stocks of commodities and a large use potentiality for such commodi- 
ties in other countries, which are beyond any demonstrated capacity 
of domestic and foreign traders to handle and markets to absorb under 
the conventional terms of foreign trade. Hence, the Commodity 
Credit Corporation stocks, which should be put to constructive use, 
and the Agricultural Trade Development and Assistance Act, are 
primary and secondary facts in the situation which realism requires 
us to recognize as vehicles to assist in the transition to a more orderly 
production and distribution of the products of American farms. 

The committee has received, or has access to, the figures and in- 
formation regarding the tremendous amount of American farm prod- 
ucts dispatched abroad to good use under the authority of the act, and 
the use of foreign currencies received in exchange. It suffices to say 
here that Public Law 480 has been the most practical constructive 
effort put forth by the American Government to thaw the frozen 
foreign exchange situation and stimulate foreign trade generally 
around the world. It has stimulated the activities of foreign traders, 
keepers of national exchequer and international banks to accelerated 
activities in their fields of trade and investment, both agricultural 
and otherwise. 

There have accumulated stocks of foreign currency that have not 
yet found a use in the worldwide activities of the Government. We 

lieve that when the provisions of the law for use of foreign cur- 
rencies have been met, that additional currencies accumulated should 
be made available in the exchange market through international banks 
and bankers, both public and private, for use in the private channels: 

44272— 59—— 26 
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of trade and investment. We can no longer look to dollars alone to 
finance all the transactions in the free world. Dollars are runnj 
short in the underdeveloped areas because of decline in ae 
primary materials, and must be augmented by the use of other cur- 
rencies and the exchange of commodities. 

We believe that our stocks of commodities can be a more potent 
force in economic development in the underdeveloped countries b 
providing that funds a to the value of these commodities im- 
ported in such countries be set aside for a stated time at a reasonable 
rate of interest, for capital formation, both for private industrial 
development and for public works such as schools, roads, power, and 
other Racilities necessary for expansion of industrial and commercial 
operations but which do not attract investment capital. As invest- 
ment funds entering world markets for capital goods, they again 
stimulate production, employment, and trade. 

A very important effect of the use of our foodstuffs and fibers for 
this purpose is to enable the cooperating countries to control infla- 
tion in a period of accelerated economic activities and expansion, par- 
ticularly in consumer prices for basic food and fiber. This is essen- 
tial in underdeveloped areas where most of the consumer income must 
go for such items. 

At this time we believe substantial amounts of our commodities 
can be judiciously bartered for needed strategic materials. It is quite 
evident that our stocks of commodities have accumulated because they 
could not all be moved in the dollar market here or abroad; and since 
there is a scarcity of dollars developing in the primary raw material 

roducing countries to buy the American products which they need, 
both industrial and farm, their strategic materials should be as good 
as foreign exchange, which is lacking, with which to buy foodstuffs, 
feed, and fiber, and the hard exchange can be conserved for capital 

oods purchased in the industrial countries, including our own, — It 
should also be taken into account that undue depletion of their own 
currencies should be avoided. We would further suggest a discrimi- 
nating choice as to commodities, areas, and terms of trade where 
barter transactions are concerned. For example, certain trades might 
well be deliberately planned by unscrupulous persons to obscure mar- 
ket values and block sales for dollars or for local currencies. In estab- 
lishing policies, we suggest reliance upon the advice and counsel of 
trade groups most actively engaged in long-range efforts to expand 
commercial markets. 

We believe the act should be extended 1 or 2 years, in order to have 
frequent reappraisals of its operations under conditions then existing, 
but the authority should be given to make longer delivery contracts 
in order that substantial undertakings under the program to aid in 
economic development be planned on a longer term basis. 

Under Public Law 480, we get faster action with less lost motion 
in the constructive economic use of our agricultural stocks than under 
any other program, according to some of our people who have partici- 
pated in the program and have gone abroad to survey and observe the 
conditions under which the program operates. The program in prac- 
tice is largely pointed toward the countries producing raw materials, 
because the world’s established industrial areas have largely recovered 
and are able to obtain gold and dollars in ample supply. However, 
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there is some complaint that the contract requirements are getting 
more complex and the terms more rigid as time goes on. 

The aggressive administration of the act in its various aspects should 

rovide use of our abundant agricultural resources effectively in world 
investment and trade, and in economic development where needed. By 
the time the need is less, we hope to have adjusted our agricultural 
capacity to a level of activity evidenced by a more vigorous world 
economy, especially in sectors where it is weak at present. ae 

We suggest further that greater emphasis be placed on at 
of currencies for market promotion and development work. Mue 
valuable experience is being developed in this field, and such work will 
prove to be our best argument against state trading and government- 
to-government transactions in the years ahead. — 

Mr. Poage. Thank you very much, Mr. Brinkley. 

Questions, gentlemen ? 

Mr. McIntire. I would like to ask one question on your observa- 
tion on barter. 

I think the point you have emphasized and the manner in which 
you have expressed yourself is somewhat in the context that many 
of us have thought. 

Am I to draw the inference that you intend here to speak in terms 
of barter as a bilateral operation with countries. that have these ma- 
terials and need the commodities which we have available? 

Mr. Brinker. Yes, that is right, Mr. McIntire. 

One of the first signs and the most distressing signs of economic dis- 
tress in many underdeveloped countries are declines in the price of raw 
materials, and we feel there is a place there where barter transactions 
country to country can do a great deal toward bolstering the econo- 
mies of these raw-materials-producing countries for a period of time 
in order to help them to get back on their feet. 

Mr. McIntire. One of the problems that seems to be apparent in 
some of the barter transactions which have taken place in the past 
has been that the strategic materials are obtained in the world mar- 
ket—but the product that we have available does not necessarily go 
into the country from which the material originated but finds itself 
being delivered to some other country where that commodity may not 
be in short supply. 

Mr. Brinxiry. Actually what we intended to do was to voice a plea 
for more discrimination and judicious use of the principle of bartering, 
to exercise the greatest possible care that it does not operate to the 
disadvantage of dollar sales in other countries where it might become 
involved in these three-way or multiple-country transactions. 

I think there are places where multiple-country transactions can be 
accomplished. 

I think the greatest possible care has to be taken to see they do not 
actually do more harm than good. That again is a matter of the terms 
of trade and so on that we stress as being of primary consideration 
in developing barter transactions. 

Mr. Poace. Thank you very much, Mr. Brinkley, for your state- 
ment. 

Mr. Wallace Campbell, the Cooperative League. 

(No response. ) 

Mr. Poace. The National Milk Producers Federation is next, 
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They notified us they will send in a statement that we can include 


in the record. 
Without objection that statement will be made part of the record. 
(The statement referred to follows:) 


STATEMENT By Patrick B. HEALY, ASSISTANT SECRETARY, NATIONAL MILK 
PRODUCERS FEDERATION 


Mr. Chairman, members of the committee, my name is Patrick B. Healy, 
I am the assistant secretary of the National Milk Producers Federation, 1731 
I Street NW., Washington, D.C. 

The National Milk Producers Federation was organized in 1916. It is the 
largest single agricultural commodity organization in the United States. It is 
made up of dairy farmer-owned and controlled cooperatives. The producers 
owning these cooperatives comprise the large bulk of commercial dairy farmers 
in the United States. 

Member cooperatives of the federation market the milk produced by their 
producer members. These member organizations operate hundreds of facilities 
ranging from country receiving stations and creameries to highly modernized 
establishments merchandising fluid milk and manufactured dairy products. 

The policies of the federation on national issues of concern to dairy farmers. 
are established annually by the voting delegates to its annual convention. These 
are the policies of the producer segment of the dairy industry. They represent 
the thinking of dairy leaders in the United States most knowledgeable about 
the dairy industry and, therefore, most understanding of the problems which 
face it. 

The membership of the National Milk Producers Federation has supported 
the objectives of the Agricultural Trade Development and Assistance Act— 
Public Law 480—before and since the enactment of the authorities contained’ 
in the law. The record of accomplishment under Public Law 480 during the 
5 years it has been active is dramatic evidence of the farsightedness of the- 
Congress in making Public Law 480 programs possible. 

The effectiveness of Public Law 480 as a tool in the utilization of surplus 
dairy products is amply demonstrated by two facts: 

1. During the period July 1, 1954, through March 31, 1959, Public Law 480 
contributed to the utilization of 235.5 million pounds of butter, 625.8 million 
pounds of cheese, and 2,225.6 million pounds of nonfat dry milk. These amounts 
represented a substantial portion of the commodities held by Commodity Credit 
Corporation on July 1, 1954, plus the acquisitions for price-support purposes 
since that time as shown in the following table. 


[Million pounds] 


Butter Cheese | Nonfat dry 
| milk 

‘ sialic eile —_————--—|—— - einai eentonidl aieiaiasenete 
CCC inventory (July 1, 1954)__....-.....-..-...------------- 440. 2 | 412.1 | 204.0 
Purchases (July 1, 1954-July 15, 1959) . oc 858.1 | 754.9 | 3, 579.5 
Inventory on July 1, 1954, plus purchases throug h July 15, 1959 1, 298.3 1, 167.0 | 3, 873.5 
Uncomtnitted stocks (July 15, 1959) _- Oy had ed 50.9 24.9 | 52.4 
Total disposition (July 1, 194 54- July 15, 1959) . | 1, 247.4 1, 142.1 3, 831.1 
Disposition under Public Law 480, July 1, 1954-March 31, 

PD cicincistntichusckkersk. Linckss chakecsbhibtuakiachbaddidis al 235. 5 625.8 2, 225.6 

i 





2. The visible surplus of dairy products that sets the price for all milk and 
dairy product production in the U.S. commercial market is about 3.5 percent of 
our total annual production. Therefore, Public Law 480, which provides several 
constructive outlets for the utilization of production that cannot find its way 
into commercial channels, is a most effective means of managing the dairy 
surplus. 

The largest volume of dairy product disposal under Public Law 480 has been 
through the foreign donation program authorized in title III which amended 
section 416 of the Agricultural Act of 1949. From statements made by the 
agencies involved and others, our abundant dairy product production has been 
effective in making highly nutritious commodities available to needy people in 
friendly foreign countries. With U.S. production of milk leveling off and 
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domestic demand increasing because of population growth, neither butter nor 
cheese is presently available for foreign donation under title III, but the con- 
tinued distribution of nonfat dried milk is of extreme importance to U.S. dairy 
farmers and to the recipients. . 

We do not profess to be knowledgeable about matters involving foreign rela- 
tions. However, we believe that the uses to which dairy products have been 
put under the several administrative mechanisms of Public Law 480 have posi- 
tive implications in our foreign aid program and in our national efforts to win 
and hold the support of people in friendly foreign countries. ; 

Longer range planning should be considered in the operation of the programs 
under Public Law 480, and we support proposals that would extend it for a 
longer period than 1 year, The exact number of years is a determination best 
made by the Congress. We also support the proposal that long-term supply 
contracts be authorized with long-term payment periods at low interest rates. 
We believe that authority to project Public Law 480 programs on a long-term 
basis could do several positive and constructive things : 

1. It would assure friendly foreign countries and the voluntary relief agencies 
that the United States will make agricultural commodities available to the 
extent possible. 

2, It would result in an even more effective management of our surpluses 
because Commodity Credit Corporation could commit stocks of surplus agricul- 
tural commodities as soon as an authorized requirement becomes known. Paren- 
thetically, we point out to the committee that there are now known authorized 
outlets for the current inventory of dairy products held by CCC. 

At present prices the current and foreseeable stocks of dairy products in 
Commodity Credit Corporation inventories would not be adequate to meet the 
objectives of a food for peace program as an extension of Public Law 480 and at 
the same time continue domestic donation programs. Cheese and butter are not 
presently available, by decision of the U.S. Department of Agriculture, to volun- 
tary relief agencies operating programs under title III of Public Law 480. 
Cheese was removed from distribution for this purpose on July 11, 1958. Butter 
was removed on June 30, 1956. If a distribution program is inagurated for the 
purpose of meeting the needs for food rather than with the sole aim of removing 
surpluses, American dairy farmers have demonstrated their ability to cooperate in 
programs to supply milk and dairy products. 

Should the Congress determine a food for peace program in the best interest 
of the United States—a program which would include a food supply concept in 
addition to the objective of removing visible surpluses, it could have widespread 
effect on the broad agricultural front. However, we call attention to the fact 
that if such a program is envisoned and carried out on a long-range basis, and if 
domestic production is increased to make possible such a program, its sudden 
termination could be disastrous. 

It should be recognized at the outset that there would be a public responsi- 
bility to underwrite the ultimate conversion from an accelerated production rate to 
help meet world needs, to a lower production rate to meet only domestic 
requirements. Without an interim in which to balance supply-demand, economic 
chaos could result for dairy farmers when the program was terminated. This 
is because an abrupt termination would leave dairy production far in excess of 
domestic needs, and milk production cannot be turned off like a faucet. 

These observations are not intended as a criticism of the principles of a 
food for peace program. On the contrary they are in the nature of an extension 
of the idea under review. We believe that an aggressive administration of a food 
for peace program could develop permanent markets for a large volume of 
dairy production. In summary, we point out that— 

1. Any problems involved in the abrupt termination of additional markets 
created by a food for peace program do not detract from the merits of the 
proposal. 

2. Long-term supply contracts, if applicable to all agricultural commodi- 
ties, would be a stabilizing force in themselves in that the long-term provi- 
sions could be tailored to a gradual tapering off of the program require- 
ments. 

The proposals calling for title I agreements to run in excess of 1 year where 
possible and the long-term supply contract program are in line with recommenda- 
tions which the Federation has made on other occasions. We believe that long- 
range planning and contracting can bring about a degree of stability in the 
Public Law 480 program not attainable in a short-term program or in a strictly 
surplus removal operation. On this point we respectfully point out to the 
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committee that a longer range approach in the foreign donation program through 
the voluntary relief agencies also would assure these operations of continuity 
in planning and operations. 

The distribution programs under Public Law 480 are of demonstrated benefit. 
The utilization of surpluses through donations for relief abroad and in sales 
for foreign currenies has improved nutritional standards and assisted toward 
friendly international relations. Although they have implications for agri- 
culture, these are not farm programs exclusively—and should not be so regarded. 
They are definitely in the national interest and the expenditures involved are 
for the public welfare. 

The National Milk Producers Federation will oppose all presently proposed 
amendments to Public Law 480 that will be restrictive to exports of dairy prod- 
ucts. We have particular reference to the Marshall bill, H.R. 7146. This bill 
would eliminate practically all of the present commercial sales of nonfat dry 
milk under Public Law 480. Those who are in support of this bill and who do 
not realize that it would result in a sweeping elimination of sales under Public 
Law 480 have not availed themselves of the proper advise from the Department 
of Agriculture. H.R. 7146 is not well-drafted and does not accomplish the 
purpose that its sponsors indicate it will accomplish. 

In conclusion, we again express our appreciation to the Congress for its far- 
sightedness in making possible the programs under Public Law 480. The record 
of the distribution programs carried on under this authority is impressive evi- 
dence of the contributions the programs have made. We believe a long-range pro- 
gram operating from a broader base can make the record of achievement even 
more impressive. 

We appreciate the committee’s giving so freely of its time to hear our views 
on this subject, and on behalf of our membership express our thanks. 


Mr. Poage. I believe that completes our list of witnesses for this 
morning. 

Tomorrow we have representatives of the Department of Agricul- 
ture, Kansas Wheat Association, and the National Grain Trade 
Council. 

The committee will stand in recess until tomorrow morning. 
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TUESDAY, JULY 21, 1959 


House or REPRESENTATIVES, 
COMMITTEB ON AGRICULTURE, 
Washington, D.C. 
The committee met, pursuant to recess, at 10 a.m., in room 1810, 
New House Office Building. Hon. Harold D. Cooley (chairman) 
presiding. 
The CHarrman. The committee will be in order. 


STATEMENT OF CLARENCE D. PALMBY, VICE PRESIDENT, COM- 
MODITY CREDIT CORPORATION; ACCOMPANIED BY WINGATE E. 
UNDERHILL, ASSISTANT TO DEPUTY ADMINISTRATOR, PRICE 
SUPPORT, COMMODITY STABILIZATION SERVICE; THOMAS R. 
RAWLINGS, DIRECTOR, BARTER AND STOCKPILING DIVISION, 
COMMODITY STABILIZATION SERVICE; CLAUDE T. COFFMAN, 
ASSISTANT FOR SOIL BANK AND FOREIGN AGRICULTURE, OFFICE, 
GENERAL COUNSEL, DEPARTMENT OF AGRICULTURE; AND 
RULON GIBB, TREASURER, COMMODITY CREDIT CORPORATION 


The CHatrman. Mr. Clarence Palmby. Mr. Palmby, we are de- 
lighted to have you and your associates here this morning, and we 
appreciate your appearance. 

Mr. Patmpsy. Mr. Chairman, I have three associates with me here: 
Mr. Underhill, on my immediate left, assistant to the Deputy Admin- 
istrator of Price Support; Mr. Claude Coffman, Office of the General 
Counsel ; and to my right, Tom Rawlings, director of the Barter and 
Stockpiling Division. 

This statement which I have prepared is somewhat different from 
the statement which I planned to use last week. Further, it is a 
statement which is built around H.R. 7983. However, the comments in 
the statement have to do, in addition to H.R. 7983, with our attitude 
on the entire barter program. 

So, with your permission, I would like to read it. 

The CHatrMANn. You may proceed. 

Mr. Patmpy. My name is Clarence D. Palmby, and I am a Vice 
President of the Commodity Credit Corporation and the Associate 
Administrator of the Commodity Stabilization Service, the agency 
in the Department of Agriculture which administers the barter pro- 
gram. My statement is directed to those portions of H.R. 7988 which 
relate to barter activities of the Commodity Credit Corporation. 

The barter program is, I believe, one of the most controversial 
activities of the Department of Agriculture. It is a very difficult 
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program to administer. Few people are neutral about the barter 
program. They either Siguvenely oppose it, or they vigorously advo- 
cate it. Its strongest advocates are those who own foreign mines and 
smelters, or who are in the business of importing minerals and ores, 
Its strongest opponents are found in the ranks of those who are in 
the business of exporting American agricultural commodities, and 
who believe that barter is replacing our normal export business, 

There is no possibility of developing a barter program that will 
be satisfactory to all concerned. The Department would like to con- 
tinue with the legislative provisions that have been in effect for the 
past year. That would permit a continuation of the current barter 
program with such changes as we find necessary to eliminate undesir- 
able conditions as they develop. In the past year the dollar volume of 
barter agreements has been about $150 million. 

The Department recommends that those provisions which would 
change the barter program be eliminated from H.R. 7983. This in- 
volves the language which begins with the word “provided” on line 6 
of page 2 and continues through the remainder of the paragraph, and 
it would also include the entire proposed change of section 303 of the 
act. 

Eight major changes are proposed in H.R. 7983 with respect to 
barter provisions of the act. 

1. Barter transactions shall have specific priority over sales for for- 
eign currencies, 

2. Sales for foreign currencies shall be made only and to the extent 
that the Secretary determines that the countries cannot meet their 
requirements through barter. 

3. The provision limiting barters to materials of which the United 
States does not domestically produce its requirements is eliminated. 
In other words we would barter for items for which we produce more 
than our domestic requirements. 

4. Responsibility for determining the materials to be acquired by 
barter would be placed on the Secretary of Agriculture rather than 
on the President of the United States. 

5. The authority for the Secretary to take reasonable precautions 
to safeguard usual marketings and to assure that barters will not 
unduly disrupt world prices of agricultural commodities is eliminated, 

6. The authority for the Secretary to take reasonable precautions 
to assure that barter will not replace cash sales for dollars is elim- 
inated. 

7. The directive to the Secretary to cooperate with other — 
countries to preserve normal patterns of commercial trade wit 
respect to commodities covered by international agreements is elim- 
inated. 

8. The Secretary is directed to endeavor to barter at a rate of not 
less than $350 million for each fiscal year. 

We strongly oppose these changes. In our opinion they would be 
an unnecessary burden on the taxpayer, would be detrimental to our 
foreign relations, and would not be helpful to the American farmer. 

Sales for foreign currencies which do not displace sales for dollars 
are, in our opinion, far more desirable from the standpoint of the 
farmer than barter transactions which merely replace dollar sales. 
The one represents additional exports and the other does not. 
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Three of the above-mentioned provisions we believe would have an 
adverse effect on our foreign relations. They are the ones that pro- 
vide that barter shall have specific priority over sales for forei 
currencies, and that sales for foreign currencies shall be made only 
to the extent the Secretary determines that the country in question 
cannot meet its requirements through barter, and the provision which 
eliminates the directive to the Secretary to cooperate with other ex- 
porting countries to preserve normal patterns of commercial trade 
with respect to commodities covered by international agreements. We 
feel that generally our sales for foreign currencies have been of value 
to all concerned. Such sales have been made to countries such as 
India, Turkey, and Spain that produce some strategic materials that 
are sold through commercial channels and provide the exchange for 
these countries to make nonagricultural purchases. If we were to 
attempt to require that their entire output of strategic materials 
would have to be bartered to the United States for agricultural com- 
modities before they could make any purchases of agricultural com- 
modities from us for foreign currencies that would be a sure death for 
title I transactions under Public Law 480. The economies of these 
countries, in our judgment, could not continue to function in their 
present manner, and it would require nationalization of the output of 
mines and smelters if these items were to be used solely for barter. 

Removal of the directive to cooperate with other exporting coun- 
tries to preserve normal patterns of commercial trade with respect to 
commodities covered by international agreements would be effective 
primarily with respect to wheat as the commodity involved and Can- 
ada as the country most concerned. We strongly recommend that we 
continue to consult with our friends who are also exporters of wheat. 
However, I should like to emphasize that we do not consult with an 
foreign country on individual transactions but only on general pol- 
icies. No foreign country has any veto power over our barter transac- 
tions. 

The provision which would remove the safeguards against replacing 
normal sales for dollars by barter and set up a barter goal of not less 
than $350 million for each fiscal year is apparently based on the as- 
sumption that all barter is good, and the larger the program the better. 
Our experience indicates that this is not the case at all. One argument 
which we often hear advanced by advocates of an expanded barter 
Se which is fallacious, is that a barter program is desirable 

ause it exports commodities that otherwise would spoil and have to 
be thrown away. Actually, there is very little spoilage and wastage of 
Commodity Credit Corporation inventories at the present time. 
Whenever we find grain in danger of going out of condition or to be 
nonstorable, we are authorized to sell such grain under an exception 
to the legislation which prevents sale of CCC inventories in the do- 
mestic market at less than 105 percent of support plus carrying 
charges. Also in this connection 1t should be pointed out that more 
than 40 percent of our exports under barter contracts in recent 
months has been in the form of cotton, which is not normally subject 
to serious deterioration even though stored for lengthy periods of 
time. 

It is admitted, of course, that our barter program is very beneficial 
to owners of foreign mines and smelters and the importers of the 
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products. The U.S. barter program definitely provides an additional 
outlet for them, buys up materials which otherwise might depress 
world markets, and to a limited extent, provides world price support 
for strategic materials. On the other hand, an uncontrolled barter 
program does not provide a substantially larger market for the Ameri- 
can farmer. The agricultural products which are exported under the 
barter program, unlike the minerals which we are importing, are not 
isolated from the commercial market; in fact, our agricultural prod- 
ucts are sold through the commercial markets in most cases to the 
same foreign consumers who already have the habit of buying Ameri- 
can agricultural commodities. In many cases these consumers are not 
even aware of the fact that the agricultural commodities they buy 
have ever been involved in any barter transaction. They eat no more 
than they would without the barter program, and the big difference 
is that the dollars which they pay for these commodities instead of 
coming to the U.S. Government go elsewhere. We wonder how much 
interest the materials companies would have in barter if we had the 
right to sell their materials in the commercial market in the same way 
that they sell agricultural commodities. 

Although we have operated the barter program in the past year in an 
effort to maximize its benefits and minimize its disadvantages, it is 
easy to find illustrations of specific cases in which the barter program 
has caused world prices to fall so that we are receiving less not only 
for our agricultural commodities which move under barter, but also 
for those which are sold for cash. A short time ago we entered into a 
barter contract which involved the export of barley to the United 
Kingdom in exchange for a strategic material. Shortly thereafter 
the market for barley in the United Kingdom fell. We found the 
barter contractor was selling barley at from what we estimated 24% 
to 434 cents per bushel under the cost of the barley to him. The mar- 
gin to cover this loss must have been obtained from the strategic ma- 
terials side of the transaction. In any event, this fall in prices meant 
that to remain competitive in the United Kingdom market we would 
have to increase our rates under the payment-in-kind program for all 
American barley exports. We have even found that rumors of an 
impending barter transaction are sufficient to cause foreign markets to 
dry up or prices to fall. 

A clear illustration of the displacement of cash sales by barter was 
afforded in the case of Union of South Africa. Last October that 
country sent Dr. A. W. O. Bock, manager, wheat industry control 
board, to Canada and the United States to buy wheat. He made his 
purchases in Canada for cash and came to the United States with 
the intention of doing the same thing. While he was here mining 
interests in South Africa made representations to the Government of 
South Africa that since the United States had bartered wheat. for 
minerals with other countries, it should do the same for South Africa, 
and thus help out South Africa mining interests. As a result Dr, 
Bock received instructions from his Government not to proceed with 
the purchase of American wheat for dollars. Subsequent to that 
time, in order to keep from losing this business altogether, we have 
entered into barter contracts involving the export of some $414 million 
worth of wheat to South Africa and the import of minerals and 
metals having the same value. If we had had no barter program we 
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would have received dollars for this wheat and our national debt 
would be some $414 million less than it is today. However, because 
of the barter program we lost the sale for dollars and have instead 
some $414 million worth of materials none of which were determined 
to be needed in our national stockpile and which, accordingly, are 
now resting in the supplemental stockpile and are in excess of our 
foreseeable needs. 

Mr. Jounson. May I ask a short question at that point? 

The Cuarrman. I would like him to finish. 

Mr. Jornson. I would like to know how much wheat the South 
African Government bought from Canada for cash. You did not 
mention that in the statement. I think that is important. 

Mr. Patmpy. Mr. Chairman, I do not think we have that figure 
with us. We certainly can supply the exact amount for the record. 

(The information requested follows :) 

South Africa purchased 4,480,000 bushels of wheat from Canada in October 
and after the purchase of United States wheat had fallen through purchased 
an additional 1,100,000 bushels in November. 

Mr. Paumpy. Another factor in connection with the barter pro- 
gram, i.e., the size of our stockpiles of minerals and metals, is becom- 
ing increasingly important. It is our understanding that the Govern- 
ment has now accumulated stockpiles of strategic materials worth 
about $8.1 billion. Press reports indicate that Mr. Franklin G, Floete, 
General Services Administrator, recently testified before a House Ap- 
propriations Subcommittee that some 46 strategic materials are now 
stockpiled in excess of maximum wartime requirements. 

CCC is at the present time in a position to consider offers only for 
some 19 different materials. Some of these are known not to be avail- 
able, so actually there are less than a dozen materials for which there 
is current interest on the part of both CCC and barter contractors. It 
is quite difficult to compile a list of materials we need which can be 
obtained via the barter route. 

Most of the materials currently acquired by the Commodity Credit 
Corporation in barter transactions move into the so-called supple- 
mental stockpile rather than to the national stockpile. Other agencies 
of the Government should be able to speak with more authority on this 
point than the Department of Agriculture; however, it certainly ap- 
pears to us that there is little chance that under the present statutory 
provisions many of the materials which we acquire under barter can 
ever be used except in time of war or national emergency. 

We have in our files numerous letters from cotton exporters com- 
plaining that barter transactions have interfered with their normal 
exports for dollars. Perhaps some of the complaints are not war- 
ranted, but in any even this hee caused enough concern among cotton 
exporters to cause the American Cotton Council at its last annual 
meeting to adopt a resolution as follows: 

That the council recommend discontinuation of the barter program for cotton 
because of heavy expense entailed and the fact that it largely interferes with 
sales for dollars and other sales programs and creates price uncertainty and 
demoralizes markets. 

Turning from, the difficulties caused cotton exporters back to the 
field of grain exports I would like to quote from a speech delivered on 
June 30, 1959, before the Conference on U.S. Economy and Interna- 
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tional Relations by H. Robert Diercks, vice president of one of our 
largest grain exporters. In quoting from this speech I wish to be 
mebuaneull that I do not necessarily agree to everything I am quoting, 
but I do think it points up the fears which those engaged in the han- 
dling, processing, and merchandising of grains have of the barter 
program. 


* * * barter * * * is possessed of the political advantages I mentioned earlier, 
Taxpayers are told we have grain we want to get rid of and other nations have 
metals, industrial diamonds, etc., needed to supply our strategic stockpiles. It 
then seems reasonable that a simple “swap” will serve both needs, leave every- 
one happy and cause all things to work out. 

But, at the risk of defacing this beautifully simple picture, I maintain that it 
all works out about as disadvantageously to domestic and world economies as 
can be imagined. Barter, to all intents and purposes, is government-to-govern- 
ment trading in pure form. It could not be further removed from free and com- 
petitive trading by commercial interests. As a technique it is, in my opinion, 
a throwback to the national merchantilism of 200 and 300 years ago. 

I’ve described how barter, like any export from Government stocks alone, by- 
passes both the workings of the private trade and the marketplace of the 
farmer. Exporting firms do play a role in locating and setting up workable 
barter contracts and in accomplishing final dockside loadings, but the role is 
slight and the privilege painful. My own firm, like many others, participates in 
barter only because we feel we must. In this instance our business is exporting 
grain, and we could not survive for long if we refused exporting opportunities 
however distasteful they may be. But these opportunities are frustrating and 
destructive, not only to us but to every participant. 


* * * If there is a more difficult way of getting rid of a bushel of grain and 
acquiring a pound of tin, I hope I never learn it. 

* * * Yet some will tell you that barter results in greater total exports than 
could take place otherwise. They admit that in years past this might not have 
been so, for countless examples show that bartered grain has invaded cash 
markets serviced by ourselves and friendly grain-producing nations. But, they 
will say, government today requires “proof of additionality,” that is, proof 
that the barter will be “in addition to” rather than “instead of,” before it grants 
contract approval. 

But additionality, in my opinion, cannot be proved. It cannot be proved be 
cause it does not exist. Assume, for example, that France has ferrochrome 
admissible to our strategic stockpile and a barter is arranged to exchange U.S. 
soybeans. The question of additionality is answered by a statement from the 
French importer that he will accept an offer of soybeans from Manchuria if 
the barter is not approved. We call this sufficient proof, and the contract is 
undertaken. But what becomes of the Manchurian beans? They do not dis- 
appear. They are not magically removed from the scene. Instead, they will be 
offered to Holland, or West Germany, or Belgium, or some other customer of the 
free world, and they will be offered at a price sufficiently attractive to be sold, 
in competition with sales by ourselves. 


If the present legislative provisions with respect to barter are left 
unchanged, and that is what we recommend, we will do the best job 
that we can. We will attempt to eliminate some of the causes for 
complaint on the part of American exporters. We will attempt to 
increase our barter in those cases where such increase results in the 
actual movement of additional quantities of agricultural commodities. 
We think that a legislative determination that all barter is good or 
that all barter must have priority over title I transactions is not to 
the advantage of the American Government or any of its citize 
with the possible exception of a few people whose business consists 0 
importing foreign-produced minerals and metals. We ask that such 
legislation not be enacted. 

Before concluding I would like to comment briefly on the state- 
ments made by Mr. O. D. McDowell, Assistant Director, Civil Ac- 
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counting and Auditing Division, General Accounting Office, and 
Congressman H. L. Fountain, who is chairman of a subcommittee of 
the Tetimant Operations Committee which has been conducting an 
investigation of certain of the operations of the Commodity Credit 
Corporation, Congressman Fountain’s statement was read for him 
by Mr. Naughton, who is counsel for the subeommittee. Mr. Mc- 
Dowell’s statement quoted from the General Accounting Office 1958 
audit report concerning export prices for American cotton on the 
world market, We have replied to this audit report and Mr. Me- 
Dowell quoted from our reply in his statement to the committee. We 
think these quotations adequately set forth the position of the Depart- 
ment on this subject, and I do not believe that it is necessary to add 
to the record on this topic. If, however, the committee so desires we 
could insert our complete reply to the General Accounting Office on 
the question of policy for pricing CCC cotton for export. 

The other major topic of Mr. McDowell’s statement relates to price 
review made by the Department of Agriculture of export sales fi- 
nanced under the provisions of title I of Public Law 480. This same 
topic was dealt with in Congressman Fountain’s statement in more 
detail. Secretary Benson has received from Congressman Fountain 
a letter dated July 16 with which he transmitted to us the recommen- 
dations which were contained in his statement before this committee. 
We have had, of course, only a very short time to consider them. 
However, inasmuch as title I price review had previously been the sub- 
ject of GAO audit reports and of hearings before Congressman Foun- 
tain’s committee we have been looking into the matter and have initi- 
ated some changes. We are issuing instructions to improve the docu- 
mentation in the New Orleans office of CCC so that when the price of 
an export sale has been approved the records will show clearly what 
items were taken into consideration and the basis for arriving at the 
decision. We are also eliminating the 90-day limitation on claims. 
I am not able to report at this time what additional changes will be 
made. I can give the committee assurance, however, that we are 
studying the matter and will make whatever changes in our proce- 
dures we find may be warranted. The price review with respect to 
cotton is by no means a simple matter. To those not fully aware of 
the complexities of international cotton trade it would appear that the 
simplest way to handle a price review would be to require that all 
cotton exported be “Form A” cotton, that is cotton which has been 
classed by the Federal Government so that its value can be deter- 
mined. Unfortunately cotton is not normally marketed in interna- 
tional trade on the basis of its formal classification. To require that 
all cotton exported under title I have a Government classification 
would greatly slow down operations of the exporters and would in- 
crease their cost from $1 to $3 a bale. We have been informed that 
imposing such a requirement would reduce total amount of cotton we 
might expect to export under title I program by 50 percent. I am not 
in a position to say whether this estimate is correct or not, but I cite 
it merely to indicate that we would have to investigate very carefully 
before imposing any such requirement. 

Another alternative would be the elimination of private trade on 
these cotton exports and the institution of state trading. That would 
be burning the house down to get rid of the mice, and we are not giving 





406 EXTENSION OF PUBLIC LAW 480 


it serious consideration. We feel that even those cases where the 
gross profits on cotton, as cited by the exporters seem large that the 
net profits may not have been excessive and were the results of across- 
the-table bargaining. In this connection we should like to point out 
that the so-called gross profits are misleading if they are construed as 
a final profit except for the overhead for clerical staff, cables, rent, ete, 

One exporter has reported to us that out of his gross profit there 
must be deducted $3.35 per bale for freight for moving the cotton from: 
interior points to port of export. There must be deducted $6 for 
storage, weighing, sampling, compression to high density and delivery 
to shipside. The foreign selling agent’s commission and arrival 
charges amount to about $1 per bale, and finally purchases from CCC 
are on a gross weight basis while sales abroad are on a net weight 
basis, and this amounts to $5.60 per bale. He therefore indicates an 
out-of-pocket cost of approximately $16 per bale to come out of his 
gross profit of $28 per bale. 

It has also been reported to us that some of the sales cited in the 
committee reports were made in the spring of 1956 for shipment in 
September. In the interim on May 28, 1956, Public Law 540 was 
enacted which had the effect of reducing the export — of cotton by 
about 21% cents per pound or $12.50 per bale. Although this may 
have represented a windfall profit to cotton exporters in some cases, 
it did not afford a basis for CCC to refuse to finance the sale under 
title I, Public Law 480. Again let me emphasize that I am citin 
these situations not as an indication that our minds are made up and 
that we do not intend to make further changes in our procedures, but 
merely to indicate that it is a matter of considerable complexity for 
which no easy solution is readily available. 

It is my understanding that some representatives from the Ameri- 
ean cotton trade will testify before this committee. We will be 
particularly interested in their testimony. 

In conclusion I wish to express my appreciation for having this 
opportunity to appear before your committee. 

Mr. Chairman, this concludes my formal statement but I could add 
one thing more. 

We have with us eight charts. They are informative. Two of 
them tell the history of our barter program from the materials- 
acquired side, and the other six are based upon destination history 
of the agricultural commodities moved under barter. 

If you wish, we will show you these charts at this time. 

The Cuatrman. All right. 

Mr. Patmpy. The first two charts, Mr. Chairman and members of 
the committee, are, as I stated, based upon the materials received since- 
the inception of the program in 1946. I shall spend but a minute on 
them. You can see from chart No. 1 that we have done nearly $1.2 
billion worth of business in the barter program. 
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Of the materials received, about $220 million has been for materials 
for the strategic stockpile. This area in here [indicating], a little 
over $600 million presently, is for the supplemental stockpile and the 
balance is for others. This includes the housing project materials, 
Atomic Energy Commission acquisitions, and so on. 

There is a discrepancy between these two because this column is for 
contracts negotiated and the other column is for materials received. 
The reason there were more contracts negotiated for the strategic 
stockpile than there were materials received for this purpose is that 
while we were in the process of receiving the materials many of the 
goals for the strategic vecrmee were reached, and also section 206 
was passed. So, in order for Commodity Credit to be made whole, we 
transferred these materials to the supplementary stockpile and re- 
ceived an appropriation from Congress for them. 

The Cuarrman. Those materials received and stored are worth 
more today than at the time you received them, are they not? 

Mr. Paumpy. According to the figures which we have received 
from General Services, if they were being bought today the prices 
they would cost us, as I understand it, would result in the purchase 
price being somewhat higher. 

The Cuarrman. And the storage cost on the materials is substan- 
tially less than the storage cost on the commodities exchanged for the 
material to the extent of $105 million. Is that not right? 

Mr. Patsy. Yes, sir; that is true. 

The CuarrmMan. Yet you oppose this program. Your whole state- 
ment indicates you are sapbecd to the barter program, does it not? 

Mr. Patmpy. To the extent that it replaces cash markets and to the 
extent 

The Cuamman. You give me one case where a barter transaction 
has displaced a dollar transaction. I have been asking the Depart- 
ment to give us the facts and figures. You make the statement. Now 
give us the facts to justify it. 

Mr. Patmpy. Mr. Chairman, I gave the facts on the case which I 
read in my testimony on the wheat going to South Africa, where the 
very existence of a barter program resulted in replacement of cash 
sales. 

The Cuatrman. That is your statement, but you do not substantiate 
it. You just make the bold statement. 

Mr. Patmpy. Mr. Chairman, I know Dr. Bock—— 

The CHarrman. You tell us a man bought some wheat from Can- 
ada, but you do not know how much wheat he bought. Mr. Benson 
sat in the same chair and told us he was in favor of the barter pro- 
gram. I think he said he was in favor of expanding it. I have un- 
derstood that the President was in favor of it. I understand now it is 
being criticized. You say you have received letters criticizing it. 

As the chairman of this committee, during the entire time the barter 
program has been in —— I do not recall receiving a single com- 
plaint from a single businessman. ‘That is the purpose of having 
these hearings now. 

You have traders, I understand, who will testify, but up to this time 
the hearings on Public Law 480 and all of the extensions of Public Law 
480 have been markedly free from criticism. At a meeting of busi- 
nessmen I asked the question, “Is there any man in this room opposed 
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to the program? If so, stand up and say so.” And there was no | 
response. 

ou asked for an extension of Public Law 480. You did not ask in 
a formal] letter to eliminate barter, but when you appear, you come in 
with a complaint against barter. If it is bad, we ought to repeal it, 
If itis good, we ought to expand it. 

Mr. Patmpy. Mr. Chairman, I would have to point out that it was 
indicated when I started to read my statement that it was written in 
response to a request for a report on H.R. 7983, which, in our opinion, 
provides for unrestricted barter. So the statements I made were 
pointed to unrestricted barter. 

The Cuarmrman. How can it be unrestricted when Congress vests 
the authority in the Secretary of Agriculture and in the President to 
fix the strategic materials list and to negotiate and to consummate the 
contracts, and we delegate all that authority to officials of the execu- 
tive branch of the Government? How can it be unrestricted barter? 

Mr. Paumpy. Unrestricted as regards destination of the agricul- 
tural commodities is the way we interpret H.R. 7983. 

The Cuamman. What do you mean, “unrestricted”? 

Mr. Patmpy. Unrestricted as regards destination of agricultural 
commodities. 

The Cuamman. The destination? 

Mr. Paumopy. Right. | 

The Cuarmman. The country which will receive it? 

Mr. Patmsy. Right. 

The Cuan. hat is left in the sound discretion of the Secretary; | 
is it not? 

Mr. Parmer. We do not so interpret H.R. 7983-——— 

The Cuarrman. You are just talking about a pending bill. I am 
talking about the program generally. 

Mr. Patmpy. This is why I said in my statement that of the points | 
I made, many of them were made in response to proposed H.R. 7983. | 

The Cuamrman. That is because it is somewhat more mandatory | © 
than the program you have? . 

Mr. Patmey. Right. e 

The Cuamman. Even that bill does not pick out the commodity nor , 
select the country. n 

Mr. Patsy. It would, however, remove the discretionary authori 
of the Secretary, which he now has, to satisfy himself as regards addi- 
tionality. Again I say it is pointed out as unrestricted destination. 

The Cuarrman. That is the thing that is holding the program right ! 
now; is it not? When you wallow barter transactions from six 
hard-currency countries, there is no explanation for that. £ 

Mr. Patsy. That action does hold down volume or barter, no ques- | 
tion about it. That is what I want to show when I get to these des- t] 
tination charts. ti 

The CHamman. Go ahead. 

Mr. Patmpy. Chart No. 2 again is on material. Of the $6.2 billion 
we are told is the present value of the strategic stockpile, the barter | ¢ 
program has contributed 4 percent; of the $628 million value of the ti 
supplemental stockpile barter has contributed 96 percent to that. Of { 4 
the two combined, it is 12 percent. That is all this chart shows. 

Chart No. 3 has to do with the exports of total U.S. agricultural | 
commodities on barter, other programs, and cash. There are two or 
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three things that are significant. One, it shows that in the past 4 years 
barter has contributed from 214 to 814 percent of the total movement 
of agricultural exports. The other Government programs contribute 
from 23 to 35 percent; the balance was sold for cash. 

At all times the total export is 100 percent. Again reviewing the 
total figure, which I think is of interest, 1955 total exports were 3.5, 
in 1956 4.7, in 1957 4.2, and in 1958 3.7, all in billions of dollars, 

The CHairMAN. Since you slowed down the barter program in the 
last 12 months our exports of cotton have dropped 51 percent; is that 
not right? 

Mr. Patsy. Yes, I believe that is about right. 

The Cuairman. Congress has given you this authority to barter; 
it has given you $500 million in section 32 funds. You have that 
available yet you are not moving your cotton. 

Mr. Patmpy. Again I have a chart here on cotton. If I could make 
another comment on cotton 

The CHarrMAN. Yes. 

Mr. JoHnson. Of the hundred percent, how about the dollar 
volume ? 

Mr. Patsy. This is what I stated in these 4 years. I will review 
the figures again. For the year 1955, $3.5 billion; for 1956, $4.7 bil- 
lion ; for 1957, $4.2 billion; and for 1958, $3.7 billion. 

Mr. Jounson. Then our volume was up? 

Mr. Patsy. Our volume was up back here. However, I would 
like to come back to this when I tie the two together and comment 
on this when I get to the specific commodities. 

This chart No. 4 is a classification of country destination. You 
will notice on the heading here that I say, “Value of U.S. agricultural 
exports bartered” for the fiscal years 1955 through 1958, and 1959 
estimated. 

I introduce a new term, A countries. An A country so classified 
under the present barter program—we classified all of the importing 
countries of the world last November into three categories: A, B, 
and C. An A country is one which is in strong financial condition 
with a history of substantial imports of commodities from the United 
States for dollars. 

In contrast to that, a C country is one that is in weak financial 
condition and/or a poor record of buying from the United States. 

A Bcountry is between those categories. 

It was necessary for us last fall to classify these countries into 
A, B, or C categories to satisfy ourselves that commodities moving 
into the respective countries were in addition to what would be made 
for dollar sales. This is in the statute. 

We went back and attempted to find out what had happened 
through these last 4 years in the movement of agricultural commodi- 
ties by destination. So this overall figure here for barter, which 
starts out back in 1955, is about $125 million a year being lifted— 
this is a chart that shows a lifting of agricultural commodities in the 
fiscal year—and it got up to a peak of $400 million worth of commodi- 
ties being lifted. Then it sank back to $100 million and now up to 
the pace of about $165 million a year being lifted. That is the overall. 

The area below this line here is that portion of cotton, coarse grains, 
wheat, and other commodities moving under barter into countries 








418 EXTENSION OF PUBLIC LAW 480 


classified as A in the past 4 years. You will see that in this area here 
about 76 percent of our agricultural commodities moving under 
barter were going into countries classified as A. 

The CHairMAN. You reached the peak in 1957 apparently; is that 

right ? 
fr. Patmpy. Yes. 

The Cuarrman. Then it started to drop ? 

Mr. Patmpy. Yes. 

The Cuarrman. And started dropping at the very time you closed 
up the barter program in May of 1957? 

Mr. Patmpy. This is a lifting of commodities under the barter pro- 
gram. This is strictly the barter program. 

The Cuairman. That is right; but look how it dropped from 1957 
to 1958. 

Mr. Patmpy. Again refreshing your memory, and this does not ap- 
pear on the chart, we entered into barter contracts for 315 million 
dollars’ worth of business here for 65 in this fiscal year and for 150 
plus last year. 

The Cuarrman. That proves the barter program was working well 
and your cash sales went up at the same time your barter sales did. 

Mr. Patmpy. Again, I would like to comment on that in terms of 
coarse grains, wheat, and cotton. 

The Cuarrman. Is that not the fact, that as your barter transac- 
tions increased in volume your cash transactions abroad increased in 
volume? 

Mr. Patmey. It happened that when we had a big barter program 
we had a big export. movement. 

The Cuarrman. You say it just happened that way? 

Mr. Patmpy. I think that is true. I would like to comment on 
that when I get to specific commodities. 

The CHatrmMan. Do you think that the barter transactions influ- 
enced dollar sales? They either do or do not. 

Mr. Patmey. I think what they did and what they are continuing 
to do in many of the A countries is that a barter transaction does cut 
into the cash movement in that country. I base that on the fact that I 
feel that the total movement would be the same regardless of barter 
into those countries and that any barter movement into those so-called 
sensitive countries is cutting into the cash market. 

The CuatrmMan. We took the barter out of Japan, did we not? 

Mr. Patmpy. No, sir. 

The CuarrMan. Still bartering in Japan? 

Mr. Patmpy. Japan is eligible for barter. 

The CHarrman. As an A country ? 

Mr. Patsy. It isan A country. 

The Cuarrman. Have you done any barter in Japan? 

Mr. Patmpy. We have done some barter. 

Mr. Rawutnes. I do not know the exact figure, but we have done 
some. 

The Cuatrman. I thought an A country was a restricted country. 

Mr. Pautmpy. This last fiscal year about 35 percent of the com- 
modities we bartered went into A countries and about 65 into B and C 
countries. An A country so classified is not a prohibited country. 
It is a country that we must be satisfied that this movement going in 
there is in addition to cash sales. 
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The Cuarrman. How was it possible for Russia to sell cotton to 
Japan and here we have cotton piled sky high, and we are subsidizing 
it, and yet Russia sells cotton to Japan ? 

Mr. Patmpy. Mr. Chairman, I do have a chart on cotton here. 

The Cuarrman. I know, but do you know about that? Was that a 
barter deal with Russia ? 

Mr. Patsy. I do not know if it is a barter deal or not. 

The Cuarmman. How is it that Mexico had 1,288 compensated barter 
transactions and we did not have 88, did we? This is from Mexico 
City. 

Mr. Pautmpsy. No. 

The CuatrMAn. As a result, the rate of signing such agreements 
has already surpassed that in 1958 when 1,288 compensated barter 
deals were completed. 

Mr. Patmpy. I would not classify the Mexican transactions as 
comparable to our barter transactions. 

The CuarrmMan. What is the difference? 

Mr. Patmpy. They are not barter transactions in the true sense of 
the word at all, in my opinion. 

The CuamMan. You are contending that the transactions we have 
had are not truly barter transactions. 

Mr. Patmpy. As I understand a Mexican transaction, all that is 
involved is the right to import goods into Mexico. I rather look upon 
it as a control of the imports coming into the country, more or less as 
an import license. 

I further understand that the right to import into Mexico, if we call 
this a barter, is actually selling at a premium today. In other words, 
a certificate which would entitle you, a dealer, to import into Mexico 
as a result of their so-called barter transactions, sells at a premium 
today, as I understand it, of about 1 percent. 

The CuarrMan. The same situation existed in your program, too, 
did it not? When people had these certificates of additionality they 
were negotiating and selling. 

Mr. Patsy. It was a discount, not a premium. 

The Cuatrrman. You made a statement here about the South Af- 
rican transactions, Dr. Bock being here with cash in hand and ready 
to buy grain. 

Mr. Patmpy. Wheat. 

The Cuarrman. When he got here he changed his mind because he 
found out about the barter program. You did not have to consum- 
mate a barter transaction with him, did you? 

Mr. Patmpy. Dr. Bock has become quite a dear friend of mine and 
I think I am quite well acquainted with him through international 
conferences. Traditionally, South Africa has been a good customer of 
Canada, better than they have been of the United States. So he did 
come prepared to buy a substantial amount of wheat from Canada, 
as was their habit when they needed wheat. 

He further had come to this country with instructions, which I 
saw, to buy wheat for dollars from us. At the time he was here, in 
fact, the day after he arrived, he received further instructions from 
his Government that they had become aware that there was a possi- 
bility of our taking some materials if they would refuse to buy wheat 
from us for dollars. 
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So again we saw his instructions, which told him that he could not 
buy wheat for dollars from us. So at that time we were faced with 
this choice. One, to accept barter because we were convinced that this 
would be in addition to dollars because they were aware of our barter 
program. The other choice would have been to turn them down. We 
felt we had a better reason for accepting them than for turning them 
down. 

The Cuamrman. You accepted minerals and metals of the same 
dollar value as the wheat ? 

Mr. Patmpsy. Yes, sir. 

The CHarrMAN. $4.5 million worth? 

Mr. Patmpy. That is right. 

The Cuarman. Is it not better to have the metals and the minerals 
stored here than to have the wheat stored ? 

Mr. Patmpy. In this case we thought it was better, but again, the 
point I was making in here was that if the choice had become min- 
erals or dollars, we would have preferred dollars. 

The CHarrman. But now when it came to the choice between for- 
eign currency and strategic materials you would rather have the for- 
eign currency ? 

{r. Patmey. The choice was not foreign currency. 

The CuHamman. Not then. I am asking another question. Your 
statement indicates that you prefer dollar transactions to all others, 
and all of us agree to that. Now you prefer to have this accumula- 
tion of foreign currency piled up all around the world rather than 
to have strategic materials which we need in our own economy. That 
is your choice. Yousay so plainly in the statement. 

r. Patmspy. Mr. Chairman, again we have found it rather diffi- 
cult to convince ourselves—and I am sure this is true across the exe- 
cutive branch in the Government—that we particularly need any 
great amount more of these so-called materials. 

The Cuatrman. If we leave that decision to the President of the 
United States and the Secretary of Agriculture, and that is where we 
vested the authority, do you not think that is putting the authority 
in the right place? 

Mr. Patmpy. Yes, sir. 

The Cuamman. Can they not be trusted with it? 

Mr. Patmpy. Yes, sir. 

The Cuamman. When they want to expand the program and you 
and Mr. Berger do not want to expand it—— 

Mr. Patsy. This is not true, tomy knowledge. 

The Cuamman. What? 

Mr. Patmpy. That they wish to expand this program. 

The Cuamman. Do you not know they have said so? 

Mr. Patmpy. No, sir; I am not aware of that. 

The Cuarrman. You can check it. My recollection is the Secre- 
tary said clearly he wanted to expand it and the President said so. 

Mr. Patmpy. I am not aware of it. 

The Cuairman. Maybe I am in error. 

Mr. Txacur. I could be in error, Mr. Chairman, but I have no 
recollection that the Secretary said he wanted to expand the program. 
I may be in error, however. 

The Carman. I may be in error, but I certainly have that im- 
pression. 
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Mr. Paumpy. It has long been our feeling and it has complete con- 
currence of the Secretary that if this program could be expanded 
into the so-called B and C countries, that it would be desirable and 
we would be very willing to do it and we feel we have ample author- 
ity in the present legislation to do so. 

The Cuarrman. I have one other question on that. You said you 
did not discuss these transactions with friendly nations or represen- 
tatives of friendly governments. Here is a letter Mr. Heimburger 
just handed me dated July 17, addressed to me, from Mr. True D. 

forse in which he discusses a proposed barter of $250,000 worth of 
diamonds from the Belgian Congo for flour processed from U.S. 
wheat on a bilateral basis. After due consideration, this offer was 
rejected for the following reasons. One of the reasons is that the 
Department had received protests from Canada, an International 
Wheat Agreement member, which exports substantial quantities of 
flour into this market each year. 

Apparently somebody was in error, Canada evidently vetoed that 

rogram. 
fi Mr. Patmey. I do not think there is any conflict there. You recall 
in the statute that we must cooperate and confer with other cosigners 
of the International Wheat Agreement which specifically, of course, 
Canada is No. 1 in the wheat agreement with us. So we have de- 
veloped a method of conversation with them from time to time, after 
the fact on policies, looking ahead to new policies on the barter pro- 

am. 

Canada has specifically told us that she is not at any time, nor would 
she want to have any part in having a veto power on a specific trans- 
action. I do not think there is any conflict with that. This resulted 
after conversations with them, but it was not they who vetoed it.. It 
was our judgment after conversing with them. 

The Cuarmman. I read from the letter that this offer was rejected 
for certain reasons, one of which was that Canada protested. It is 
the reason ; is that right? 

Mr. Patmpy. It is the reason, but it was not veto power. It was 
our judgment after talking to them. 

The Cuarrman. In other words, you received the protest and you 
abandoned the proposal ? 

Mr. Patsy. Yes, sir. 

The CuatrmMan. Go ahead with your statements. 

Mr. Patmpy. Let us look at this unnumbered chart which is again 
pretty much the former chart in reverse. 

Looking at the history of the program by country destination, this 
area here is that portion which goes to A countries. Again, as you 
will note, at one time over 80 percent of the commodities moving were 
going to A countries. There was no relationship at that time back 
here between the origination of the material and the destination of 
agricultural commodities. 

The question might immediately arise as to why this curve starts 
at a somewhat higher level here and comes down. The best answer 
is that we had two sizable barter transactions back in fiscal 1955-56 
with Turkey and Greece, which are in the category of Band C. Under 
the revised program since November we started out with the goal of 
attempting to get a higher percentage of these into B and C countries. 
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I think this chart is quite significant in that it shows we were rela- 
tively successful in this but still about 35 percent moving to A. 

The next three charts have to do with the movement of specifics, 
coarse grains, wheat, and cotton, again to A countries. Confining these 
remarks to A countries because it points up the problem of this addi- 
tionality. 

Looking at chart No. 5, at the end of fiscal 1956 we were havin 
very good liftings of coarse grains. It happened that that was at 
the same time we had a large movement under barter. As barter 
has tapered off here, our total movement of course grains has again 
gone up. 

In my opinion, there is no relation here. It happened that when 
we had a big movement we had a big barter program. As barter 
tapered off, our total movement dropped at first but then greatly in- 
ereased. I do not think there is any relationship. 

We could take the opposite attitude on coarse grains, that if barter 
went down the total movement went up. I think that is wrong. 

I would like to have you keep this in mind when we look at chart No, 
6 on wheat, to show you how interrelated they are. This same fiscal 
year, 1956-57, when our coarse grain movement went down, at the 
same time that barter went down, our wheat went up. It makes such 
a nice chart that actually if this little hump were cut off, it would 
fit nicely into that dip there. The reason is this. There was a small, 
poor quality crop of wheat in Western Europe, particularly France, 
so that overnight France became an importer rather than an exporter, 

Further, this 550 million bushel wheat movement that year in our 
opinion was unusual and was due primarily to that poor Western 
Europe crop. Actually, it would be more logical to think that that 
chart, conditions being normal, would have gone straight across re- 
gardless of movement under barter. Again bear in mind these are 
movements to A countries. 

Chart No. 7 which has to do with the movement of cotton. Again, 
it needs a bit of explanation. At this point back here when we were 
moving at the rate of only about 114 million bales, at the end of fiscal 
1956, we were certainly not very competitive on world prices. Due to 
legislative action and the desire of the Executive, both, we became 
very competitive. We subsidized heavily. We filled up the pipelines 
with cotton. We shot up nearly to a rate of 6 million bales. Over- 
night the pipelines did become full and the cotton milling industry hit 
a recession, we became less competitive, and cotton sales fell off dras- 
tically. 

Now we can look ahead. If advance sales tell us anything—as re- 
gards sales after August 1, we have already certified about 800,000 
bales sold in the next marketing year beginning August 1 in this 
advance subsidy program. We think this chart would indicate going 
up like this regardless of what happens to the volume moving under 
barter. 

That is all of these charts. 


The CuatrmMan. From all you have said now, it indicates that you | 
are not willing to say barter transactions are in any way related toor , 


influence dollars because you attributed that fluctuation in exports to 
some other cause. 
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Mr. Patsy. I attributed the total movement to other causes; yes, 

y 
The Cuamrman. During the time you have had your A and B coun- 
tries we have lost $42 million in exports to the Benelux countries, 
Germany down $126 million, Italy $72 million, N etherlands $33 mil- 
lion, United Kingdom down $92 million, Japan down $93 million. A 
total loss of $458 million in exports to those hard currency countries. 

You are not maintaining your dollar sales even though you have 
abandoned barter. 

Mr. Patmpy. Mr. Chairman, again practically all that slump in the 
exports is due to cotton. : 

The Cuatrman. Of the total loss in exports, apparently 70 percent 
occurred in the countries to which I have just referred. 

Mr. Patmsy. Again, Mr. Chairman, those are our best cotton market 
countries. As our chart indicates, our total movement of cotton has 
gone down in those countries and this is the biggest thing that is 
attributable to the drop to below $4 billion this last fiscal year. Again 
I hasten to point out we are very optimistic on what we will move in 
cotton this coming year as we are on other commodities. 

The CuarrMaAn. Are you going to increase your cotton exports to 
these hard currency countries ? 

Mr. Patmpy. Under the cash program ? 

The CHarmrMan. Yes. 

Mr. Patmpy. Yes, sir; we think so. 

The Cuatrman. You think on August 1 you will start increasing? 

Mr. Patmsy. Our advance registrations under the payment in kind 
program would indicate we are going to have a very good year. It 
actually is better than what we thought it might be at this early date. 

The CuamrmMan. What recommendation do you submit here that you 
think will increase the volume of exports of these surplus com- 
modities ? 

Mr. Patmpy. This is an age-old question, Mr. Chairman. I think 
we have all of the tools—assuming a continuation of the 480 program 
as it is—I think we have all the tools now that we can use to stimulate 
exports. Thisismy own feeling. 

he Cuarrman. Do you think if we go through these hearings, as 
we intend to, and nobody comes in here to complain about this pro- 
gram except those who are administering it, that it would justify our 
abandoning the program? It seems to me if this is a bad program, 
the businessmen of America would be crowding this committee room. 

Mr. Patmpy. I would like to say this on the barter program. We 
were here a year ago. We did say at that time that we would do the 
best job we could pushing this program toward the area in which we 
would not replace cash sales. We think we have done a pretty fair 
job in doing it. We would like to doa better job. 

I do think from the correspondence we have received that before 
your hearings are over you will receive some honest comments from 
people who are opposed to our accepting transactions going into 
these A countries. 

The Cuarrman. Will you give me, for the benefit of this committee 
and the record, a copy of the complaints you have received so we 
may evaluate them ourselves? 

Mr. Patmpy. I will be happy to do that. 








424 EXTENSION OF PUBLIC LAW 480 


(The information to be supplied follows :) 


ANDERSON, CLAYTON & CoO., 
Houston, Tex., December 3, 1958. 
Hon. True D. Morse, 
Under Secretary, U.S. Depariment of Agriculture, 
Washington, D.C. 

Dear Mr. Morse: This will confirm and amplify our telephone conversation of 
this afternoon. 

I want to discuss the way the bartering of surplus cotton for defense materials 
and the negotiations in course for such deals have completely demoralized the 
international cotton market, the question whether the safeguards of usual 
marketings and against undue disruption of world prices and replacement of cash 
sales for dollars are being applied effectively, and some very grave problems of 
principle. 

Recently we have been receiving cables from Japan about offers of American 
cotton at 7 and 8 percent discount, conditional on consummation of the defense 
material end of barter deals. We heard yesterday of a consummated deal with 
Hong Kong. We hear of other deals in course of negotiation, involving other 
countries. 

I believe. it is self-evident that the undercutting of a market by 7 or 8 percent 
cannot fail to unduly disrupt world prices. Our people in Japan tell us that 
practically all buying there is suspended until the importers can find out 
whether they are going to be able to buy at discounted prices as a result of 
barter deals, and at what kind of discounts. This refers to buying both of 
American cotton and foreign cottons. Our sales of both kinds of cotton to other 
foreign countries practically have dried up. There is no question that the 
international market for cotton has become utterly demoralized. 

I believe there is no doubt that the sales of cotton through these barter deals 
generally replace cash sales for dollars of the ordinary kind. Hong Kong isa 
market that has no difficulty in paying dollars for what it imports. I think itis 
very questionable whether the contemplated Japanese deals can fail to decrease 
the amount of cotton that Japan will import for cash, dollars, or other curren- 
cies. We heard yesterday that the Japanese Ministry of International Trade 
and Industry, which sets up a budget of foreign currencies for cotton imports, 
has agreed to set aside from the sterling portion of this budget enough sterling 
to cover the amount of the imports of American cotton under the barter plan, 
which the importers will convert to dollars by arrangements in Germany or 
other third countries. By this arrangement, purchases from, say, Pakistan will 
be displaced; and the dollars thus secured would be just as serviceable for 
purchases of U.S. cotton under the ordinary sales for export program as for 
purchases under the barter program. 

My point here is that I believe these deals are creating two consequences that 
the law provides shall be safeguarded against. 

Another important point is the question who pays the 7 or 8 percent addi- 
tional subsidy on the cotton exported. The defense material dealer pays it to 
the cotton exporter, who otherwise could not afford thus to discount his cotton 
price. However the defense material dealer surely is not paying the discount 
out of his capital. By elimination, this leaves no source for it to come from 
except the margin between what CCC is paying for the materials and what 
the dealer is paying for them. This establishes that the Government is paying 
7 or 8 percent or more above the cost to the dealer, that is, above the approxi- 
mate cost at which the Government could buy the materials through orthodox 
procedure. 

It seems to me that no agent of Government is entitled knowingly to spend 
more of the Government’s money for property than the property is worth and 
otherwise could be bought for. I would like to see a court handle the contention 
that even Congress bindingly could direct an agent of Government to do so. 

If individuals in Congress are seeking to force CCC to this kind of profligate 
squandering of Government money, I suggest that the proper and wise course 
is to resist their private pressuring and let them air their complaints in public 
hearings, where you can make them put in the public record what they ask you 
to do. 

I notice on page 9 of the conference report, in the statement of the managers 
on the part of the House, an expression of seeming disapproval of discounts 
as great as 8 to 10 percent and indication that around 1 to 2 percent would be 
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more proper. It would appear to me that CCC would have difficulty in sustain- 
ing its position if the position were that it would seek to buy the defense ma- 
terials at their approximate cash value and in no event at more than 1 or 2 
percent above it. 

Of course it is an awful stretch of definitions to call these deals barter. A 
metals dealer buys metals with cash and pays a cash consideration to a cotton 
exporter to induce him to buy cotton from CCC for cash, to be exported to limited 
destinations. The COC turns the cash over to the metals dealer, which com- 
pletes his transaction. The cotton exporter sells to a foreign importer for cash ; 
and that completes his transaction. The swap element is just a fiction. 

I have protested on grounds of right and wrong. I now will mention the 
fortuitous injuries and windfalls that result insofar as the cotton end is con- 
cerned. People who have trusted in the good faith of the administration of 
the cotton sales for export program and have bought cotton under the program, 
planning to merchandise it abroad, have their feet cut out from under them by 
these discounts. My company is in that position, as also are many other cotton 
exporters ; and all foreign importers and mills are in that position to the extent 
that they have not disposed of the equivalent of their purchases in the form of 
cotton or its products. All owners of foreign cottons are similarly affected. 
There may be a transitory benefit for some few exporters who may have sold 
ahead for export and have not covered from the CCC or registered for the 
subsidy in kind. 

There is a considerable element of difference of effect by class of exporter. 
Generally speaking, the larger concerns are better able to get in contact with 
the defense material dealers and to deal with them. The smaller the exporter, 
the greater the difficulty. 

There finally is the effect on aggregate U.S. cotton exports. Insofar as the 
level of price alone is concerned, it is axiomatic that the cheaper you sell, the 
more you sell. On the other hand, confidence in price is of great importance; 
the main thing that a foreign mill wants to avoid is to end up with a cost 
higher than that of his competitors. So anarchy of price and unpredictability, 
such as we now have, is a condition which frightens everybody and makes them 
wait. This can make mills restrict their manufacturing to a degree that reduces 
their ability to fill orders for spot goods, with the effect that retailers, unable 
promptly to replenish stocks, actually lose in aggregate sales, with effect of loss 
of end use. This has been occurring to some extent in this country for some 
months, and I am sure it is occurring in other countries now. 

Of course the program has another fortuitous effect, creation of an artificial 
market for the defense materials and artificial additions to the profits of the 
producers of them and dealers in them. The clear increase in market is at 
this end, not the surplus commodity end. 

The way the discounts and excessive materials prices, from which they come, 
can be shrunk would appear to be through very competent, close-fisted buying. 
ODM might be able to help some, in getting cash prices for you to compare with 
by occasionally asking for cash offers. But I would think you would need the 
help of a competent, experienced, metals trader. If our friend Clarence Ran- 
dall is back in Washington, he might be able to steer you to a good man. 

Some of this letter will sound critical. It is critical of a system. For the 
persons involved, your colleagues and lieutenants, please accept my very sin- 
cere assurance that they are men for whom I hold the highest regard combined 
with very real friendship in the case of those I know well. 

I am sending this letter in triplicate in case you may want to distribute 
the other two copies. 

Respectfully and cordially yours, 
LAMAR FLEMING, Jr. 


HovstTon, Trex., December 4, 1958. 
Hon. Ezra T. BENSON, 
Secretary of Agriculture, 
Washington, D.C.: 


During the last 2 weeks, foreign demand for cotton and world cotton prices 
have become completely demoralized. The importing markets are flooded with 
rumors that American cotton will be available at discounts of 7 percent and 
more as a result of deals to barter Government cotton for stockpile materials; 
and orders are being solicited contingent on consummation of these deals, so 
no wonder normal demand has vanished. This is very hurtful to our interests 
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as cotton exporters and, in our opinion, to the successful operation of the Gov- 
ernment cotton sales for export program. Neither cotton exporters nor stock- 
pile material dealers can pay subsidies of this kind out of their capital. So 
there is no place for the subsidies to come from unless from an inordinate 
excess of prices paid by the Government for the stockpile materials over what 
the dealers pay for them or what the Government or anyone else could buy them 
for. We expect and trust our Government to be competent and economical in 
the purchase of these materials and not to tie up funds in needless and excessive 
quantities of them. The mapority of our members operate on a scale that does 
not support New York offices with facilities for liaison with stockpile ma- 
terial dealers. This majority will be injured competitively if the cotton export 
business is to become a contest in this kind of roundabout business. 
NATHAN ROSENFIELD, 
President, Houston Cotton Exchange and Board of Trade. 





Houston CoTtoN EXCHANGE AND BOARD OF TRADE, 
Houston, Texr., January 22, 1959, 
U.S. DEPARTMENT OF AGRICULTURE, 
Washington, D.C. 
(Attention of Mr. Marvin L. McLain, Assistant Secretary.) 

Dear Mr. McLarn: I am replying to your letter of January 2, in which you 
refer to my telegrams of December 4, to the President and the Secretary of 
Agriculture, regarding the prices paid for strategic materials and the resulting 
discounts offered to cotton exporters by the materials dealers. 

You speak of the rumors of discounts, etc. These are not rumors—they are 
facts and it is, in our opinion, almost incredible that these facts are not known 
to the Department of Agriculture. 

We have one member, who has advised us and I quote, “There have been firm 
offers and firm business has been done with barter discounts ranging from 7 
to 13 percent. We know of a firm offer by a strategic materials importer for 
17 percent discount.” 

You asked us to supply you with factual information and we give you the 
above as factual information, and might even add that there is another member 
of our board of directors who knows a business that has been done at above 
7 percent. 

While we appreciate the fact that it is not the desire of the Department of 
Agriculture to demoralize world cotton markets, it is a fact that if in one coun- 
try, because of its ability to export a strategic material, cotton is offered at a 
radically reduced price, then this reduced price becomes known the world over 
and other countries by bidding, beat down the offered price of American cotton 
in an effort to compete with their neighbor, who is enjoying imports at a lower 
price. 

I wish to thank you very much for your reply of January 2, which will have 
the attention of our board of directors at its next meeting, but I am replying in 
accordance with your request prior to this meeting. 

Yours very truly, 
Houston Corton EXCHANGE AND BOARD OF TRADE. 


Tue Texas Cotton ASSOCIATION, 
Waco, Tex., March 26, 1959. 
Hon. Marvin L. McLAIn, 
Assistant Secretary of Agriculture, 
Washington, D.C. 


Dear Mr. McLAIN: We desire to invite your serious attention to the following 
resolution adopted in the 48th annual convention of the Texas Cotton Associa- 
tion recently held in Dallas: 

“Be It Resolved, That the Texas Cotton Association is strongly opposed to 
barter business for the following reasons: 

“1. It is completely contrary to the conception and principle of free trade. 

“2. It is thoroughly demoralizing to the cotton export business because the 
relative small volume of barter disrupts the entire price structure of the non- 
barter potential. 
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“8 It is of unsound policy to allow an excessive profit margin on imported 
stockpile material which enables the importer to pass on large discounts, ranging 
in some instances up to 17 percent, depending on the nature of the strategic 
material, to the benefit of the foreign cotton consumer and at the expense of 
the U.S. taxpayer.” 

An examination and study of this problem we feel sure will convince you that 
barter trade is a hindrance and threat to the American private enterprise 
system. We trust, therefore, that you will discourage this type of trade in 
the future so far as cotton is concerned, so that we may rebuild our foreign 
markets on a sound foundation in the accepted American tradition. 

As of particular interest in this connection, we enclose copy of a release by 
the well-known cotton house of Reynolds & Gibson, Liverpool, England. 

An expression of your views on this subject will be appreciated. 

Respectfully yours, 
L. T. Murray, 
Ezecutive Vice President and Treasurer. 





REYNOLDS & GIBSON, 
Liverpool. 
COTTON 


Dear Srr: The most noticeable features in the futures market during the 
past week have been the relative improvement in near positions owing to trade 
calling and increased hedging in distants, chiefly in December—January. 

The hedging first became apparent when the price of December—January 
reached 19.50d. and quickly disclosed a lack of new buying power till about the 
19d. level was reached. It has remained fairly steady at 18.90d. to 18.95d. during 
the past 2 days. 

No new factor in the general cotton situation has emerged during the week, 
unless it be the sale in Liverpool of a few thousands of bales of barter cotton 
at much cheaper prices than the normal run of shipment offers, but we believe 
that the supply of such cotton is strictly limited. It provides, however, a good 
example of the uncertainties which face buyers anxious to avoid paying too 
high a price for their requirements; they feel, not unnaturally, that if a few 
thousand bales can be sold on such terms, a few more may be sold similarly later. 

However, on the assumption that these cheap sales are not the forerunner 
of others of greater weight, we remain of the opinion that we have expressed 
in several recent letters, namely, that around 19d. for October-November or 
December—January fully discounts all the known bearish factors. 

Yours faithfully, 


REYNOLDS & GIBSON. 


H. E. VAuGHAN & Co., 


Dallas, Tex., April 10, 1959. 
Mr. Marvin L. McLarn, 


Assistant Secretary, Department of Agriculture, 
Washington, D.C. 


Dear Mr. McLarin: Thank you for your letter of April 7 in reply to my tele- 
gram of March 5. 

My complaint was that the barter deals had disrupted the normal course of 
business in Lancashire, and, in my opinion, instead of helping exports it has 
retarded them as each mill waits around until they can find a barter deal. We 
can only quote our experience. Since 1945 we have sold to Lancashire every 
month clock round a minimum of 1,000 bales a month and as high as 2,500 to 
3,000 bales a month. Prior to the barter transactions this year from July to 
February we were shipping around 1,000 bales a month. Immediately on the 
announcement of the barter transactions we were offered the business on the 
barter deal, otherwise no business. We would have got this business if there 
had been no barter, therefore, we contend that our regular clients would have 
bought from us regardless and might have anticipated shipments up to July 
whereas now it is a wait-and-see proposition. 

We have some of the best mills in Lancashire for our clients. We had to 
anticipate them and buy the character of cotton which they are accustomed to, 
consequently, we took a stock to supply them up to July. We were not in a 
position to take the barter deals. To ship substitution we would have had to 
take CCC cotton in our stock in replacement for our stock, which we were con- 
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vinced could not be duplicated from the CCC stocks; in other words, swapping 
good apples for bad, and this we could not see, so it has dealt a severe hardship 
on ourselves, and I am sure many are in the same boat; therefore, I contend 
that the barter deal has not increased exports as they have only bought what 
they require on a hand-to-mouth basis. It would be my guess that if the barter 
deals had never been put into effect, the exports would be larger than what they 
are now. 

As a small shipper we thoroughly condemn the barter deals as disrupting the 
normal channels of business and giving the importer concessions which, to our 
mind, are uneconomic and unreasonable. 

My personal regards to yourself. 


Yours sincerely, ut Me 
AROLD VAUGHAN, 





THe TExAs CoTTon ASSOCIATION, 
Waco, Tew., May 11, 1959. 
Mr. MARVIN L. McLAIN, 
Assistant Secretary, 
Department of Agriculture, 
Washington, D.C. 

Dear Mr. McLain: Reply to your letter of April 17, in answer to letters 
addressed to you, various other departmental officials and our representatives 
in Congress, has been delayed for two reasons. Mr. Murray is away from the 
office, convalescing following a serious operation, and has had no opportunity 
to write. Secondly, we wished to present your letter to our board of directors 
at a meeting held this past week. 

Our directors carefully considered the explanations of the administrative 
procedures and the steps for safeguarding the program, contained in your letter. 
We, of course, realize that the Department is only complying with a directive 
from Congress and we respect the efforts you are making to control the pricing in 
these transactions so as to avoid excessive profits and large price discounts. 

However, our members continue to report instances of unduly large discounts 
in offers, or bids, for barter transactions and we feel that, despite your efforts 
to control these trades, the abuses which motivated the adoption in our con- 
vention of the resolution in question do exist. When the precautions you outline 
are considered and the price discounts, which can only stem from excessive 
profits, still exist it becomes more apparent that the dangers to normal free 
trade do exist and the alarm of our members is justified. 

Your reasoning that the barter program is providing a means to retain 
markets for U.S. cotton which otherwise might be lost indicates rather clearly 
that in such instances there must be something other than a desire for U.S. 
growth cotton which induces these users to trade under the barter program. 

We continue to feel that these transactions should be discouraged and that 
the rebuilding of our foreign markets should be on sounder foundations. 

Respectfully yours, 


Roy Barzak, Secretary. 

The Cuarrman. I would like to ask you about this man you referred 
to, Mr. R. H. Dericks, vice president of one of our largest grain ex- 
porting companies. What company does he represent ? 

Mr. Pautmsy. Cargill. 

The CHarrman. They have a lot invested in this program, do they 
not ? 

Mr. Patmpy. They have a lot invested in export machinery, cer- 
tainly ; yes, sir. 

The Cuarrman. What are they engaged in exporting? Is it grain? 

Mr. Patsy. Grain primarily, I would say. 

The Cuarrman. Cargill, Inc. Does this sound about right, that 
that company has received $13,226,340 for storage in 1 year? 

Mr. Patmey. That could be about the right figure. 

The Cuarrman. In other words, a company which is collecting over 
$13 million annually in storage charges protests and you quote them 
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here with approval and you know it is to their interest to keep this 
stuff locked up in those warehouses and continue to collect this 
exorbitant rent. 

Mr. Patmsy. Mr. Chairman, they at the same time are one of the 
larger companies in the total export movement. 

The Cuamman. These barter transactions really come out of CCC 
stocks ¢ 

Mr. Patmpy. Yes, sir. 

The Cuamman. Naturally, he does not want any barter transac- 
tions because he does not want the effect on his warehouse. 

Go back to Anderson-Clayton on cotton. It looks like they col- 
lected $59 million under title I. Anderson-Clayton is against barter, 
too; is that not true? 

Mr. Patsy. If you are reading from our statement, I assume it is 
true; ves, sir. 

The Citarrman. I am not reading from your statement. 

Mr. Bevcuer. I understood you to say no one is against barter. 
Now you are starting to pick out a group of people who are against it. 

The Cuarrman. They have not written me and I do not know if 
they have written you or if they will appear here. But in all the 
hearings nobody has appeared in opposition. If anybody wants to 
appear in opposition, we will interrupt the hearings and let them 
appear. I am anxious to hear them. ean easily understand a pic- 
ture with $59 million worth of title I transactions, as Anderson-Clay- 
ton apparently are doing, naturally they do not want to disrupt that 
by barter transactions. This one grain company, C.G.F., collected 
almost $15 million in storage. 

How are we going to do away with these storage charges? If we do 
not get the commodities out of storage and into the market, we will 
continue to pay the storage charges. 

Mr. Patmpy. That is right. 

The CuarrmMan. What do you propose to do to accelerate the dis- 
tribution or ultimate sale and disposition of those commodities? You 
say nothing other than just to continue the program as is. I do not 
know of anybody opposed to Public Law 480 extension, but I know 
the Congress at every chance has gone on record almost unanimously 
approving it. 

f you have any criticism, or if you know any reason why barter 
is illegal, unholy, or un-American, that is the evidence we want. 

Mr. Patmpy. If I could comment again, Mr. Chairman, again I 
have to go back to the conscientious effort we have made and are con- 
tinuing to make to keep the destination of these commodities from 
impairing what we ania sell for dollars. That is very, very difficult. 

As we look ahead of us, we cannot help but think there are some 
countries that may have to be excluded from consideration for bar- 
ter, keeping in mind that the chart I showed here showed that we 
have been successful in getting a higher and higher percentage of 
these agricultural commodities into so-called B and C countries. Cer- 
tainly, this is our goal under barter because when they go into those 
countries, we have a very honest and real feeling that we at least are 
making progress in not replacing cash sales and moving additional 
surpluses. 

he Cuatrman. I would agree that no one wants to displace dollar 
sales. But the record does not bear you out. When you withdrew 
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from these hard currency countries, exports went down about a half 
billion dollars. That is the thing I am complaining about. 

Mr. Patmpy. I grant you it just happens, and I have to say this, 
it just happens that when we have had a small barter program that 
our movement of cotton has been less, but it has primarily been cotton, 

By the same token, this is not true of coarse grains, nor is it true 
of wheat, the three major ones in our barter program. 

The Cuarrman. We have lost exports of wheat, Canada has main- 
tained normal exports at the time when ours have been decreasing, 
Yet we sit back and let Canada tell us where we can sell and where 
we cannot sell. 

Mr. Patmpy. Mr. Chairman, this is not quite true. We had an 
unusual year 2 years ago on wheat. As I pointed out, we got up to 
550 million bushels, which was primarily due to the fall off in the crop 
in Western Europe. 

If we would not consider that year as being normal, because it was 
not normal, we did well last year, in my opinion, when we got over 
440 million bushels while Canada exported somewhat less last year 
than she did the year before. 

The Cuarrman. Canada did what? The record I saw showed she 
was maintaining her exports while we were losing ours. 

Mr. Pautmpy. I have some percentage figures here, Mr. Chairman, 
that I would like to give to you. U.S. wheat and flour exports in 1958 
and 1959 are now expected to reach about 445 as soon as our figures are 
complete. This would be 10.7 percent over the 402 million exported 
in 1957-58. Of significance is the 10.7 increase in U.S. exports, 1958- 
59 over the previous year, whereas, Canadian exports are expected 
to decrease 6.6 percent ¢ 

The CuarrmMan. You mean the coming year? 

Mr. Patmpy. This is the last fiscal year, ending July 1 of this year. 
As soon as our figures are complete, the part of the year which is 
estimated will be replaced by actual figures. There is always a lag 
in reporting. We expect our increase to be over 10 percent while 
Canada is experiencing a decrease of over 6 percent. 

The Cuarrman. The figures I saw must have been for the former 

ear. 
r Mr. Patmpy. Yes; for the former year, 1957-58. You are right. 

The CuHarrman. Have you considered the advisability of trying to 
reduce these storage costs which everybody complains about and 
nobody does anything about? 

Mr. Pautmpy. Mr. Chairman, no one can be a conscientious public 
servant—lI like to think I am one—without looking to everything we 
can to reduce costs. The overriding reasons why the costs are high 
are that our inventories are high. 

The Cuarrman. There is no shortage of storage space. They are 
building storage space right now all over the country, are they not? 

Mr. Patmpy. No. There has been for a long period of expansion. 
This expansion has about stopped at the present time and I think 
it will come to a halt. 

The Cuatrman. Somebody told me out through the Corn Belt they 
were building warehouse after warehouse. 

Mr. Pautmpy. Yes, sir; there are still many units being completed 
or additions being completed, but when this wave of building is over— 
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and it is about over—I do not think you are going to see much more 
expansion, at least in the foreseeable future. 

The Cuarrman. What is the cost of storing a bale of cotton? Or 
a bushel of wheat ? 

Mr. Patmpy. We can give you this exact figure; 40 to 50 cents a 
month for a bale of cotton is the approximate cost. 

The CHamMan. $6 a year. 

Mr. Paumpy. Yes, and for a bushel of wheat about 16.2 cents, I 
believe, per year. 

The CuatrMan. You could reduce those costs, could you not? 

Mr. Patmpy. Could reduce what we are paying now? é 

The CuarrMan. Yes, and you would not have anybody emptying 
a warehouse. 

Mr. Patmpy. We have fought off a real push on the part of cotton 
storing warehousemen whereby they were asking for an increase this 
past year. Just the past month—I am sure you have been aware of 
it—they have been asking for an increase. 

The Cuamman. Who was that, the same man, this grain company 
you quoted ¢ ! 

Mr. Patmpy. These are cotton warehousemen I am talking about. 
As regards the grain storage contracts, I think it should be pointed 
out that the Uniform Grain Storage Agreement we now have is a 
less remunerative agreement—in other words, our total payment to 
the warehouseman on long-term storage is less than it was in the 
1954-56 contract. We have not renegotiated since that time. We are 
presently reviewing our contract. 

The CuHamman. What are your storage costs on corn per bushel ? 

Mr. Patmpy. About the same as for wheat. 

Mr. Poace. Did not the cost on cotton go down in the last year 
or so? Are you not paying less today than you were a few years 
ago on cotton ? 

Mr. Patmpy. Congressman Poage, I do not think this is true. We 
do not have the information with us. 

Mr. Poacr. I was told yesterday the price of cotton storage had 
gone down. 

Mr. Patmpy. I can supply this information for the record. I am 
not sure of my ground on cotton. I know there has been a very 
real drive on the part of cotton warehousemen in asking us to in- 
crease those rates this year. We have not done so. 

The Cuatrman. Do you know what it costs to provide storage 
space for wheat and other grains? 

Mr. Patmpy. Mr. Chairman, yes; I think I do, but I would cer- 
tainly have to be given a lot of other information in order to supply 
that rough answer because a grain storage unit construction costs 
vary all the way from somewhere around 30 cents to over $1 or even 
$2 a bushel, depending on location, type of construction, and so forth. 

The CuarrMan. $2 a bushel ? 

Mr. Patmpy. Yes, sir; some terminal installations cost up to that 
much per bushel. 

The Cuatmman. I had heard you could build it for 17 cents a 
bushel someplace. 

Mr. Patmpy. We have heard those comments, too, but the thing 
you have to remember is that these are for additions and they are in- 
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complete units. They may include a roof and slab and nothing more, 
and the additions are always extra. It is very difficult to come up 
with a figure of what a unit costs. It depends on where it is, what 
it is for, and a lot of other things. 

Mr. Coap. May I ask what it costs the Government to build storage 
and grain bins per bushel? 

Mr. Patmpy. Congressman Coad, we have not bought any units 
nor erected any since 1956. Our latest cost in building those units— 
these are the round 3,200-plus bushel units—they cost us 30 cents 
per bushel, roughly, for the unit itself with no consideration for other 
costs. This was for erection of a unit itself. 

Mr. Coap. What do you mean by “consideration of other costs” ? 

Mr. Patsy. Onsite preparation and onsite maintenance and on 
the cost of leasing and so on. I am merely referring to the contract 
price. 

Mr. Poage. Would that include the drying system ? 

Mr. Patmpy. It includes just the bare unit itself. 

Mr. StupsieFrreLp. Who determines what the storage cost will be? 

Mr. Patsy. Mr. Congressman, you are referring to— 

Mr. STuBBLEFIELD. Wheat, tobacco, or cotton? 

Mr. Paumpy. We have negotiated contracts that we operate under 
with these storing warehousemen. This contract is a negotiated thing 
whereby the liability and responsibility of the contractor is fixed. We 
have an unwritten law in our Department that we—neither side will 
change—the Government will not change any provision of this con- 
tract without first going to the contractors and sitting down and nego- 
tiating the changes. 

Mr. SrussieFievp. I see you have any number of storage places in, 
say Lubbock, Tex. Is that competitive bid storage? 

Mr. Patsy. They are paid a uniform rate. 

Mr. Hoeven. Mr. Palmby, I regret that I missed part of your 
statement. I am sure you realize that the greatest criticism directed 
at the Commodity Credit Corporation program today is the storge 
cost which has caught the imagination of the public, this has been 
emphasized to a great degree showing that it is costing about $1 mil- 
lion a day or a billion dollars a year to store CCC stocks. 

Do you have any suggestions as to how these terrific storage costs 
can be cut down? 

Mr. Patmsy. Well, Congressman Hoeven, I fear that the only 
way it can be cut down is by cutting the size of the inventory. In 
other words, the cost is great because the inventory is great. We have 
felt—and I think we are right on this—that we are acquiring storage 
and the liability that goes with it, and the protection which in turn 
the Government receives just as cheap as we can possibly get it, keep- 
ing in mind that we have had to have more and more all the time. 

So, we feel as regards a per-unit basis that it is as low now as we 
can get it. 

Mr. Hoeven. Of course, the CCC is duty bound to provide storage 
facilities if the inventory is there, and as these crops come into Gov- 
ernment hands, it is your duty to provide the storage. 

Mr. Patmpy. Yes, sir. We have had a couple of instances where 
we have actually had a very tight situation. I think that our stocks 
should not stay in the way of a new crop. 
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Mr. Horven. What proportion of storage costs is reflected in the 
so-called resealing program as it relates to corn? You offer the 
farmer an inducement to reseal his corn. 

Mr. Patmpy. None of the grains in the CCC-owned bins is resealed. 
All of our resealed grains are on the farm. 

Mr. Horven. All of it? 

Mr. Paumpy. Yes, sir. 

Mr. Hoeven. No part of it is in warehouses ? 

Mr. Patsy. No, sir; the farmer, speaking specifically to corn, re- 
ceives 16 cents, and I believe presently we have about 120 million 
bushels of corn resealed in the Corn Belt and, of course, by far the 
biggest chunk of this is in Iowa. 

Mr. McIntire. Mr. Chairman, I have just one question. 

The CuHatrMANn. Yes, sir. 

Mr. McIntie. First, Mr. Palmby, I certainly appreciate the in- 
formation that you have given the committee this morning. 

I would like to get to the relationship of value of these strategic 
materials which are now in the stockpile. 

In the publication made available to us as a committee print on 
page 18 of this selected data relative to agricultural exports and op- 
erations under Public Law 480, there is a table, table 23, and the in- 
formation here is that the contract value of these strategic materials 
in the column on the far right is $979.6 million. 

The world value at the time of the contract was $1,037.8 million 
and the present world value is $1,035.2 million. 

Now, the commentary has been made that these materials in the 
stockpile have appreciated in value. So, they are therefore more 
icokle than what they cost us. However, 1 am interested to in- 

uire as to your opinion on this present world value figure. It does, 
i it not depend a great deal on the fact that what we have in the 
stockpile today as far as book value is concerned has some apprecia- 
tion? But, actually, if these materials were offered in the world mar- 
ket at world market prices their price would not be at this book value 
level for pulling these materials out of the world inventory has appre- 
ciated their book value and actually from a market standpoint these 
values are not reflected in the book value. In short, isolation of these 
materials has affected world market prices. 

Mr. Patmpy. Congressman McIntire, it has, of course. You are 
right. It has worked, as established earlier, very much like a price- 
support program. As these distressed materials—and many of them 
are distressed—are taken off the world market and isolated from use, 
which is what the supplementary stockpile is—it is an isolation—it 
then does have, and it is bound to have, an effect on the price of these 
materials. As I understand this table, the world value is now based 
upon the premise that if they were to be purchased today at what 
the best authorities we have in the Government say they feel they 
would have to pay if they were acquired today. So, you are exactly 
right. The very fact that a omiieaa volume of them have been 
bought and isolated from the market has had this effect on the market 
price. 

Mr. McIntire. These are figures which would be the cost of them 
rather than the total inventory value, except to the extent that you 
might find them necessary in an emergency ? 
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Mr. Patmsy. That is right. 

Mr. McIntire. Well, of course, there is no value relationship. It 
is a matter of having them and the value they are to us in the total 
operation ? 

Mr. Patsy. Yes, sir. 

Mr. McIntire. Also, are we not in somewhat of an analagous situ- 
ation in connection with these figures in relation to our own inventory 
in CCC where the commodities might have a value in relation to the 
current world price, but on the other hand, if we started moving them 
into Ge world market, they would have nowhere near that market 
value ? 

Mr. Paumey. I think it has the same relationship as if we had 
started moving all of our stocks of wheat today, for instance. We 
do not know what the value would be. It certainly would be very low 
if we would freely offer it on the market. 

Mr. McIntire. But, we do not propose this, of course? 

Mr. Patmsy. Right, and we have no statutory authority to do so, 
and I am glad we do not, but if we did have the statutory authority 
and we did overnight offer vast amounts of it, I do not know what 
the value would be. 

Mr. Smirx. Could you cut the cost of storage at a big warehouse 
or a big terminal if you made it on a competitive bid basis? 

In other words, if you asked for bids on it whether they are storing 
40 million, 10 million, or 50 million bushels of wheat ? 

Mr. Patmpy. Congressman Smith, there is no doubt in my mind 
that we actually could, but this is a very small part of the picture 
because the minute that we would, say, accept bids for long-time stor- 
age, then we run into all of the problems that might pertain originally 
to the U.S. grain storage agreement, and starting out, they are some- 
thing like this: 

We think every producer should be free to put his grain wherever he 
wants to at harvest time. If it is an approved house, we will give 
him a loan on that wheat or grain. If we had a bid basis and that 
wheat should come into our hands by default of loans, we immediately 
would be faced with a problem overnight if this country-stored ware- 
house had a higher rate than some terminal house down the road where 
we had accepted an offer and it would mean that we immediately at 
the time the loan was defaulted pull the grain out of the country house 
and congregate the grain into this terminal house. 

So, we would tend then to force producers to put their grain into 
the houses which were successful in giving us a bid for longtime 
storage. Coupled with this is this idea of responsibility again. We 
have always looked upon our uniform grain storage agreement cer- 
tainly as a commingled contract. When we talk about a long term 
agreement, it has two facets: One, we would have to guarantee to 
have stocks there. This may mean out-of-line holdings. It may mean 

utting additional transit into grain which would cost us money. 
Further, it would again be very difficult for many houses in your 
area, if we accepted a long term contract, to commingle their stocks 
because if they filled their house largely with CCC grain and gave usa 
long time contract—many of them are not generally merchandise 
houses—they simply would become a dead end for that grain and 
sooner or later that grain would spoil. The very fact that our stocks 
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are good today is built upon the premise that these houses can com- 
mingle. So, with this in mind we could conceivably have warehouse 
receipts that get very old on some grain because it does not mean that 
we have that vintage grain at all. 

Do I make myself clear, Congressman ? 

Mr. Sir. When you are paying for the storage of grain and the 
meee fees in, we will say, No. 2 wheat, do you always get out No. 
2 wheat ¢ 

Mr. Paumpy. Our contract reads this way : That he is under obliga- 
tion to deliver us wheat. The terminilogy is this: That he is obligated 
to deliver us wheat of substantially the same quality. 

Your question was if we put in 2 is he obligated to deliver us 2, 
or must we take 3? 

It isnot that simple, really. Certainly, if the market is such that we 
do not get hurt at the time to take 3 we may take 3, but if in our opinion 
it is substantially what his liability says it should be on No. 2, we will 
not accept it. We reject it. 

Mr. Smirn. Is it not a fact that there are many big elevators all over 
the country that would almost take this wheat and store it free in order 
to do this commingling and change the grade by processes that only 
elevators have of doing? 

Mr. Pautmpsy. No, sir; this is not true. I know we have heard this, 
and this isa remark we have heard many times. There is not anywhere 
near the truth in this, that many people would like to think there is. 
I would have to say that in a house that is what we call a fast-moving 
warehouse where the free grain moving through the house is sub- 
stantial as compared to government grain, certainly that kind of ware- 
houseman can get more advantage out of a commingling contract than 
one that is not a fast-moving house. 

Mr. Smirn. Of course, the profit at that big elevator comes from 
their ability to take No. 3 wheat and No. 4 wheat and commingle it 
with No. 1 and No. 2 and come out with a profit; is it not? 

Mr. Patmpy. Good grain elevators, I assure you, know how to 
commingle grain. 

Mr. Smirn. They are good merchandisers; are they not? 

Mr. Patmpy. Oftentimes I think we in CCC are as good co- 
minglers as any grainmen, but we do our share of it, too. 

Mr. Smiru. If, for instance, the Cargill Co. had an opportunity to 
sell 1 million bushels of. wheat, do you think they meal sooner sell 
it for cash or barter? Which would present the greatest opportunity 
for profit ? 

Mr. Patmpy. I cannot answer that. You will have to ask that 
question of someone else. 

Mr. Smirn. Is there not a chance that a greater profit can be made 
by barter than by cash ? 

Mr. Patmpy. There certainly have been disputes at times, as I 
pointed out, and I am sure that there have been margins at times. 
However, I am sure that when there are margins there is also the 
risk of having losses. I think they always go together in our profit 
system and I am glad they do. 

But, referring to Vice President Dierck’s statement that he was 
inferring that as long as we had barter his firm must of necessity 
participate, but going still further with your statement as regards 
a specific transaction, I just cannot answer that. 
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Mr. Smrrn. Thank you very much. 

Mr. Paumepy. Th ou. 

Mr, Levertne. Mr. Chairman, I want to ask the gentleman if he 
has any figures indicating the relative cost of storage of the surplus 
commodities for which he is responsible—the strategic materials or 
other barter materials that we receive in barter. Do you have any 
figures indicating the relative cost of storage ? 

Mr. Patmpy. I think it is rather obvious that the cost of some— 
well, let us take industrial diamonds, for instance—certainly on a 
dollar value—— 

The Caran. If you will let me interrupt, I would like to call 
attention to the fact that on page 80 of this committee print which 
we have prepared there is a table showing the cost of storage for the 
items. 

Mr. Levertne. That answers it. In other words, the overall costs 
are much lower with reference to materials received in barter than 
commodities which are carried. 

Mr. Tracue. I want to ask a question which seems to be related to 
what Mr. Smith asked : 

I suppose that you have a lot of barter proposals submitted which 
are rejected ; is that correct ? 

Am I right in that assumption ? 

Mr. Paumpy. Yes, sir; a sizable number of them, Congressman 
Teague. 

Mr. Teague. Is it possible or is it a fact that in accepting or reject- 
ing a proposal you take into consideration what might seem to you 
people to be an excessive commission or brokerage fee or discount or 
possible profit on the part of minerals importers ? 

Mr. Patmsy. No, Congressman Teague; we do not. The General 
Services Administration quotes us a price which they think is a rea- 
sonable price for the materials on which we are dealing. If they were 
buying that material today, they take into consideration the volume 
also and whether it is a small offer or a big offer. So, as regards the 
material cited, we use the best brains that we think we have in the 
executive in arriving at a price. If we can, however, cut down the 
price from the offer, we certainly will do this, and do do this, but as 
far as the actual margin or as far as what the offerer has obtained 
this material for shipment from some foreign country or foreign sup- 
plier, we do not get into this and we could not. 

Mr. Leverrne. Thank you. 

The Cuarrman. I want to ask you to provide for the reeord—and 

ou might have to obtain it from the Foreign Agricultural Service— 
information about our exports of cotton, wheat, and feed grains, in- 
cluding soybeans, for the last 2 or 3 years into these countries, and 
then I want information as to the extent of the volume of trading by 
the Soviet bloc in those countries. 

The reason I am asking that question is because I have seen some 
information which indicated that as our exports into these countries 


were decreasing, the Russian exports into these same countries wereon | 


the increase. 
Mr. Patmpy. We will work with the Foreign Agricultural Service 
and supply these figures. 
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(The information requested follows :) 


Baports of specified commodities by the United States and Soviet bloc to United 
Kingdom, years ended June 30, 1957 and 1958 * 





Exported by— 





Commodity Unit United States Soviet bloc # 





Oe LC aneetepypasodnnmneeel Thousand bales #_..._- 703 26 21 
SEND 4. occncnenqanvas~<odongese= Thousand bushels..... 3, 974 1, 748 (5) ) 
Wann cs <pebownncanqncocucceqoenccenfusace DRanaccsocousoughen 37, 496 21, 450 aft bat ileal 
Flour, wheat equivalent..............-]-..-. Dibienscerateneance 2, 295 MUI Ricco tea tee peallied-cssencsmacen 
Oar. ....---------------------- ooo = | --= a 43,272 | 52,290 35 2, 216 
0: sinngdnmenpnennnéupndommenadioseiol Di naieasiininael 113 16, 757 4 
ST SORE on nteocencanaswosnsscnghinbee i ecmtennenonanten 238 DE drnenhenentlacicradbendl 
liinechaskenedarde+aensnenesrensdmeoslanmed [iia teanmenipen 503 





1 Data are not strictly comparable because export figures are not available for Soviet bloc. Data for 
Soviet bloc based on imports by United Kingdom from the Soviet bloc. 

2 Includes tie ee Communist China, Czechoslovakia, East Germany, Hungary, Poland, 
Rumania, and U.S.S. 

§ Running bales for the United States and 500 pounds gross bales for the Soviet bloc. 

4 Calendar years 1957 and 1958. Soybeans data for July-June year unavailable for Soviet bloc. 

‘No country breakdown on soybean imports. 


Baports of specified commodities by the United States and Soviet bloc to 
Netherlands, years ended June 30, 1957 and 1958 * 





Exported by— 


Commodity Unit United States Soviet bloc 2 





1956-57 | 1957-58 | 1956-57 | 1957-58 


OO 








COIR cin oc ncccccciepepepnccconggces ge eee 
Da ooo ceenbomudamnatne 11, 491 227 1, 176 
, ES EE by BIB h ccoweuees 
Flour, wheat equivalen DE Benrencnencsinisestinddih’ 
Toickseseen 17, 538 91 244 
i tectaderace 11, 812 7, 431 1,272 
Grain sorghums. ONO detemidenen 71 
GebaG acc adedicniecveschinncepeemenianede 11, 104 2, 522 124 





1 Data are not strictly comparable because export fi are not available for Soviet bloc. Data for 
Soviet bloc based on imports by Netherlands from the Soviet bloc. 


4Includes Albania, Bulgaria, Communist China, Czechoslovakia, East Germany, Hungary, Poland, 
Rumania, and U.8.8.R. 


o Running bales for the United States and 500 pounds gross bales for the Soviet bloc. 
‘Calendar years 1957 and 1958. Soybeans data for July-June year unavailable for Soviet bloc. 
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Exports of specified commodities by the United States and Soviet bloc to West 
Germany, years ended June 30, 1957 and 1958 * 
eee aaa» nm 

Exported by— 
Commodity Unit United States Soviet bloc 2 


1956-57 | 1957-58 | 1956-57 | 1957-58 








NE i lhthensbmapincepesobaniny Thousand bales $____-- 969 627 70 52 
I otc ersicke< deren a omeanceinn Thousand bushels--_- 14, 516 9, 734 467 2, 892 
Weird pede mec ckses ese sse- ec Tee ateesaasccesese 35, 266 20, 389 584 536 
ated toniedunininebieninis ies caiaeeteh agh St alin cite aces 12, 423 4, 383 905 1,311 
I he er eek et cnn amles ool nega atin tg onrachapeuerans 5, 329 6, 696 7, 220 

I IIE 6 ohne ene ana cud on dee Wi eGwsccseodsaahe 4, 787 S208: 7..35..,<.. 1... ae 
Oe i inielcoatian es test beset | caine Do chccadeducaminsihaaeaes 44 263 1... 


1 Data are not strictly comparable because exports figures are not available for Soviet bloc. Data for 
Soviet bloc based on imports by West Germany from the Soviet bloc. 

2 Includes Albania, Bulgaria, Communist China, Czechoslovakia, East Germany, Hungary, Poland 
Rumania, and U.S.S.R. 

3 Running bales for the United States and 500 pounds gross bales for the Soviet bloc. 

4 Calendar years 1957 and 1958. Soybeans data for July-June year unavailable for Soviet bloc. 


Exports of specified commodities by the United States and Soviet bloc to Belgium- 
Luxembourg, years ended June 30, 1957 and 1958 * 





Exported by— 














Commodity Unit United States Soviet bloc 2 
1956-57 1957-58 1956-57 1957-58 
i ae aca lena cio | - 
re rn ee ae ee Thousand bales 3____- 326 181 11 5 
Ravens fos sc a. een DOSES... 2,773 3, 199 tia 150 
Wheat_.... Stliciatniani Wis ik doltuiaame diibhienttna wiinsllidalg jee Shbacke 17, 691 fo 118 
ONIN tak oc Setca ciedaciionesd  ealnakcdiadaaant A Mla ai a Pia caes 12, 227 13, 234 520 217 
eke Ss ee ckoose ec abencdea tenes 3, 559 13, 827 1, 355 1, 124 
ce ee SER ER ee eS Sidi aici atime 6, 965 8, 276 146 |... cestae 


Te es Siena nti echoes te adits stv iinadnn’ 7, 935 8, 949 





1 Data are not strictly comparable because exports figures are not available for Soviet bloc. Data for 
Soviet bloc based on imports by Belgium-Luxembourg from the Soviet bloc. 

2 Includes Albania, Bulgaria, Communist China, Czechoslovakia, East Germany, Hungary, Poland, 
Rumania, and U.S.S.R. 

3 Running bales for the United States and 500 pounds gross bales for the Soviet bloc. 

4 Calendar years 1957 and 1958. Soybeans data for July-June year unavailable for Soviet bloc. 


Exports of specified commodities by the United States and Soviet bloc to Italy, 
years ended June 30, 1957 and 1958 * 


Exported by— 


Commodity Unit United States Soviet bloc ? 





1956-57 | 1957-58 | 1956-57 | 1957-58 


a a i a Te Thousand bales 3_..._- 656 546 12 4 
a cts Thousand bushels--..-- (5) TOE ldactcenesntaedeauee 
Rd, paren Satbenaninhancwhinata moaned ae 8, 939 OER Ui ccwetcinn dleodaaneee 
Ela i acti init nameneibninateinmneitaeliies le tee D 2, 093 1, 966 685 220 
een an oe cenutiedecenpegiteoanm inc Siaunahtaaniinedaiaae 612 Lv 138 
I so tient newenthidondon Oe eh ee Bett ote BD dicecce ckavisoebae 





Nc ithct inh ned atic aebatigerinsedeaedld Dn iiptiiigitite nddueleus bimeuanl onsdbanci nats aingeidnenaibenalaee 








1 Data are not strictly mp because exports figures are not available for Soviet bloc. Data for 
Soviet bloc based on imports by Italy from the Soviet bloc. 

2Includes Albania, Bulgaria, Communist China, Czechoslovakia, East Germany, Hungary, Poland, 
Rumania, and U.S.S.R. 

3 Running bales for the United States and 500 pounds gross bales for the Soviet bloc. 

4 Calendar years 1957 and 1958. Soybeans data for July-June year unavailable for Soviet bloc. 

§ Less than 500 bushels. 
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Eaports of specified commodities by the United States and Soviet bloc to Japan, 
years ended June 30, 1957 and 1958 * 








Exported by— 





Commodity Unit United States Soviet bloc ? 


1956-57 | 1957-58 | 1956-57 | 1957-58 











i -nitanmnahtttiedeeennintial Thousand bales 3__.... 1, 568 Rea OD Bi ccidittecnnibendtouitendle 
IONS 6 bd. Soko ecckusbtonswvos Thousand bushels----- 24, 018 28, 841 7, 336 3,277 
TOO, cxcecipenn~ aptp ase qnendenagecaguesbhed Rewsadigdgupdagbaioe 47, 333 W188 hasedn cng stbcbnetaces 
Flour, wheat equivalent._.........-...}-...- MOnsccccaanmasaeaes 2, 433 TOE Latesinignselspnpiatinens 
DE Sid nteimlat er sinaiaanmwiteddicmdsmialaed it.=- ose adenosis 9, 897 $188 HVGti ch 
NT sinstin ntigoretiigriabantncpspmeneweiel: lemmas nie Ee 14, 562 STE th icieetdscciitawe 
Groin S0rgNUINS . 1.0 5c. idenndgepepsndelog due G0 a3). dicat Se Uecal idnahabaca bededbnntdlckdntete dt aduanetaies 
SE tinlsodhnmhiinieias hapvwieahcuaeaennatn 10. wcnja na den do qunde dnisntervenleingsedecslictsgnesGalssbabekson 





1 Data are not strictly comparable because export figures are not available for Soviet bloc. Data for Soviet 
bloe based on imports by Japan from the Soviet bloc. 

2Includes Albania, Bulgaria, Communist China, Czechoslovakia, East Germany, Hungary, Poland, 
Rumania, and U.S.S.R. 

3 Running bales for the United States and 500 pounds gross bales for the Soviet bloc. 

4 Calendar years 1957 and 1958. Soybeans data for July-June year unavailable for Soviet bloc. 


Exports of specified commodities by the United States and Soviet bloc to countries 
designated “A” under barter program, years ended June 30, 1957 and 1958* 





Exported by— 
Commodity Unit United States Soviet bloc 4 


1956-57 | 1957-58 | 1956-57 | 1957-58 





BE oo bsnch db enkcienbamenscncncaiiled Thousand bales 3_____- 5, 909 4, 279 173 118 


NT ccidasnuwamhegdets (aibeaneed Thousand bushels-_--.- 77, 125 73, 803 8, 242 9, 593 
Wheat ep tennhobhnebhiaees este tite tes te icen Stalin 189, 080 105, 482 4, 608 5, 236 
Wheat flour, wheat equivalent... -.....|.....do_................ 37, 231 OE IE Be osid 5c fst 
SE Toa Sa nuaecbherchewectenss tenudes sbhel deisieddipadis atone 119, 939 165, 077 2, 764 5, 519 
P<: va bv cubseepoeeesucctotaneseateaned Aesitig ath eins hae 32, 500 70, 340 22, 473 3, 077 
Pe PCCIED. 650s scacnnsennacuguues tanned ins cettkedlemGoabios 25, 791 32, 904 146 106 
annie hipineeeumieeNhnnbabeeanneaned COiitionteenteide 24, 430 25, 408 4, 037 124 


1 Data are not strictly comparable because exports figures are not available for Soviet bloc. Data for 
Soviet bloc based on imports by A countries from the Soviet bloc. 

2Includes Albania, Bulgaria, Communist China, Czechoslovakia, East Germany, Hungary, Poland, 
Rumania, and U.S.S.R. 

3 Running bales for the United States and 500 pounds gross bales for the Soviet bloc. 

4 Calendar years 1957 and 1958. Soybeans data for July-June year unavailable for Soviet bloc. 


Mr. Bass. May I ask one or two questions ? 

The CHarrMan. Surely. 

Mr. Bass. Do you have the figures for the last fiscal year of exactly 
what it cost the CCC to store commodities either owned by or under 
loan to the CCC? I would like to have the total cost for the fiscal 
year. 

Mr. Patmsy. We can supply that, Congressman, but I do not have 
it with me. 

Mr. Bass. You do not have it readily available? 

Mr. Patmpy. No, sir; I do not. 

Mr. Bass. What do you have for fiscal years 1958 and 1959? 

Mr. Patsy. For 1958 and 1959 we can attain this. We have been 
using a rough figure of around $1 million a day. 

Mr. Bass. That is pretty rough, though; is it not? 
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Mr. Patmpy. Yes, sir, 

Mr. Bass. It is quite a bit more than that; is it not? 

Mr. Paumpy. I would think so, but I would like to supply this. 

Mr. Bass. You mean you do not have the figures available for the 
previous fiscal year ? 

Mr. Patmsy. We do not have them with us. 

Mr. Bass. Then, will you supply them for me, and send them to my 
office? I want the cost of storage for commodities owned by or un- 
der loan to the CCC for the fiscal years 1958 and 1959 and at the 
same time the total value of the commodities in storage or owned by 
CCC for those 2 years. 

Mr. Patmpy. Yes, sir; we would be very happy to do that. 

(The information referred to follows :) 


Storage costs for commodities acquired under price-support program as recorded 
im accounts of COO for fiscal years 1957 and 1958 





Other feed 


Total, all grains Other 
price-sup- Wheat Corn (barley, | Upland Dairy | commod- 
port com- oats, and cotton | products ities 
modities grain 
sorghum) 
Total, fiscal year 
liidecncanieatemavatetioaulaie $364, 391, 483)$162, 409, 363/$116, 659, 614/$36, 977, 217|$20, 558, 812/ $6, 044, 893) $21, 741, 584 
= fiscal year 
1 





cdma meniinienint 408, 610, 050) 152, 314, 604) 139, 978, 124 
July 1, 1958, to May 
31, 1959 (11 months)-_| 430, 144, 280) 188, 469, 443) 122, 252, 072) 92, 174, 280 
| 


72, 347, 645 





| 19, 110, 663) 6, 837, 630) 18, 021, 384 


11, 239, = 3, 032, 268) 12, 977, 082 
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Quantity and value of commodities pledged for outstanding loans and commodi- 


ties in price support inventory as of May 31, 1959, and total investment as of 
May 31, 1958 


[All figures in thousands] 








Investment as of May 31, 1959 ! Total in- 


































vestment 
Commodity as of May 
Pledged In inven- Total 31, 1958 1 
for loans tory 
Basic commodities: 
i hi ecncnddbhbabiecenduagad atisaanehaelshie $547, 212 | $1,903, 100 | $2,450,321 |, $2, 412, 067 
EE Lin crinaditnenncalangwoun akcudintnaesgonetiaod tama ee 449 
Cotton, extra long staple._.......--...2.--......... 12, 069 8, 729 20. 798 11, 072 
sia Nahas anata ties otess atti naib iene 1, 065, 065 161,332 | 1, 226, 397 595, 712 
Peanuts, farmers’ stock . ........-.............-.-.. 5, 529 |. 10, 868 16, 397 6, 864 
Peanuts, shelled.....:....... ~hic9 cg deplaennete alasddapaetiiad 9, 729 9, 729 6, 053 
SE Set AiincnewGra ah ucnwe- diane aon ansehen 7,421 66, 643 74, 0F4 95, 373 
No ini dian tsesiackatemiaibiinhesicen dance wsddinnsabGaaeeaea 584, 082 7, 361 591, 443 583, 374 
aaa coe 5 iceanin Tt itetk ares le aicdianieee cai alell 159, 633 | 2, 925, > 3, 085, 438 2; me 222 
Weeat eur: (2.21.0... S200 CTS lonuanacdanct 1 7, 430 
Total basic commodities. -..........- Soageeeaaae 2, 381, 011 5,093,734 | 7,474,745 6, 104, 616 
Designated nonbasic commodities: 
Milk and butterfat: 
Sto tack> entnihsheern-snenseneadceped= thease 31, 633 31, 683 59, 959 
SN So oben Sisk dan aeonia masa gecabiecetnastenaen 4, 796 4, 796 57, 713 
BAU, Ori0G 5). scone n enh epepnnindipabinedoAgak |4cighac ue ks 19, 160 19, 160 31, 412 
ET + nctingpepadeosepiubp ahaah Pedibritnngnuiaonens ae locum 247 87 
TD Mh so ahs cndtddatinusnlddde didabhaldweek usd 6, 135 4, 385 10, 520 6, 217 
Total designated nonbasic commodities. .._...... 6, 382 59, 974 66, 356 155, 388 
Other nonbasic commodities: 
INL dati we isin wlenwtlanaahhobnimbtisdibeodadened 52, 228 104, 672 156, 900 111, 623 
I 634 3, 728 4, 362 791 
Cottonseed oil: 
OURO dian cctnwn adn conecnthinensqutbteeh dogeuibiiaiictathiee EO 812 BIDE. Sidienncce 
Pn +ccccvcosstnavesdtnoswnccbelleaeuesiigl ian 6, 613 0. GIP Je tet ccanee- 
DR iat ncedcctuiuuacbutcunknndkbuebdeianaak 8, 100 20,130 | * 28,230 9, 243 
i Il a 22, 617 689, 338 711, 955 405, 205 
Naval stores: 
PR ch bnangnelymtasedebentayinaiiinhiianniiup tegen 19, 545 19, 545 | 20, 895 
land gdencnnes vdwaniuuctpaaianenddibcucsiicieahaaitel 249 249 | 381 
| RRR ETE: SET TR: 30, 977 25, 886 56, 863 27, 513 
ll datk te ndeincicnandbnnipienipannmndiietinabentinna tiie: 4, 003 6, 350 10, 353 8, 467 
Bends, DAY GNA PASTE... .cesccenpecccccccccocccnd Ms bh sence baton eke eee 9 
Soy ON ha eit ica Ra tel Rt lel 194, 812 19, 862 214, 674 114, 694 
Total other nonbasic commodities................ 313, 371 $96,685 | 1, 210,056 698, 821 
Exchange commodities: 
Strategic and critical materials. ....................].......-...- 47, 585 47, 585 200, 484 
SGN GUIEESG MIURRIN Go ccccsdamonccbuapancannctanaecelieaiol 7, 244 7, 244 5, 097 
Fotal exchange commodities... .... ne cnccncccnccee|aceecschecee 54, 829 54,829 205, 581 
a i daccall etic niin tiai antler etal tanita dieiaaindl 2, 700, 764 | 6,105,222 8, 805, 986 7, 164, 406 





1 Book value before deduction of reserve for losses. 
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Mr. Snort. Would the gentleman yield ? 

Mr. Bass. Yes, sir. 

Mr. Suort. Does the CCC have any storage costs on commodities p 
while they are under loan ? 

Mr. UnperHILu. Not on the grain sealings. There is storage which 
we sometimes absorb on cotton and tobacco. 

Mr. Bass. If they are under loan to the cooperatives in certain in- 
stances there is a cost to the Department, I understand. 

Mr. UnpDERHILL. Yes, sir. 

Mr. Coap. Will the gentleman yield ? 

Mr. Pirnie. Mr. Chairman, I was interested to know whether a | 
study has been made of this item of storage costs and whether they 
had discovered any change which might result in reducing the expense 
of that item. 

Mr. Patmpy. Congressman Pirnie, we have set the machinery in 
motion now to make a rather elaborate study on grain. Coupled with 
this has been the best information we can keep compiled in the De- 
partment on all of the items that go to make up costs. These are 
current, but because of the great expansion and because of change in 
technology and handling grain we feel compelled at this time, and | th 
think rightfully so, to make a more elaborate study. That study is pl 
underway presently. re 

Mr. Pirnie. Has any thought been given to storage at the site of 


= 


the loan or with the borrower ? fie 
Mr. Patmpsy. I am sorry, sir, but I missed that question. ca 
Mr. Pirnte. Have you ever given any thought as to whether storage US 
could take place at the site of the loan ? Br 


Mr. Patmpy. We do have a substantial reseal program now and ‘SU 
some of these reseal programs have been reextended so that we have St 


some grain out on some farms now which is 3 years old. Te 
This is what you are referring to? wi 
Mr. Pirnte. Yes, sir; an extension of that program. pr 
Mr. Patmpsy. Yes, sir. , 
Mr. Pirnte. Do you think it would be wise to extend it ? ha 


Mr. Patmsy. We have given this program a good deal of pub- fr 
licity this past year, and have urged producers in the area in which ba 


we needed storage to use this program if it would work in with their 
enterprise at all, and there has been a constant increase in the amount © 
of grain under reseal. 18 | 
Mr. Prrnte. Do you think that will improve the situation from the 
standpoint of the CCC? ! 
Mr. Patmsy. Well, not on the overall, because the cost is very much 


the same to us whether the producer or the warehousemen supplies 
the storage. I think it does a couple of things, however: Certainly, ™° 
as regards feed grains the more we can keep resealed on farms the 


less chance that we may become the owners of that grain because our 
history of redemption of reseal loans has been pretty good. So, any a | 
on 


bushel that we can get retained by the producer is certainly to the “ 
benefit of the CCC. wit 


Mr. Pirnte. And the strengthening of that program would perhaps Go 
reduce the overall cost ? S 
Mr. Patmpy. Yes, sir; I think it is a sound approach. s 
Mr. Prrnie. I understand with respect to the ichee types of storage \ 


that you have launched a very detailed and comprehensive study ? a 
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Mr. Patmpy. Yes, sir. 
Mr. Pirnte. Do you have any idea when that study will be com- 


pleted 2 


Mr. Patmpy. This current calendar year. 

Mr. Pirnie. And do you intend that recommendations would result 
from that? 

Mr. Patsy. I think it is too early to say just what might show up 
in this study. 

Mr. Pirniz. But, those charged with the study are expected to make 
recommendations to you? 

Mr. Patsy. Yes, sir. 

Mr. Pirnie. Either as to continuation or as to change; is that right? 

Mr. Patmsy. And as to how well we are doing at the present time; 
yes, sir. f 

Mr. Prrnte. And whether in their opinion there is an alternative 
which would accrue to the benefit of the Government ? 

Mr. Patsy. Yes, sir; that is right. 

The CuatrMan. I believe Mr. Latta has a question. 

Mr. Latrra. Many people in the United States are concerned over 
the rapidly decreasing gold reserves. With reference to this barter 
program do you think it has had any effect on the decrease in gold 
reserves 

Mr. Patmpy. Congressman, you are getting into a very technical 
field for someone in agriculture. I am sure of this: Oftentimes we 
can describe the barter program as an added appropriation which is 
used to buy materials. I say this for naught against the program. 
But, this is what it is, because once our material is transferred to the 
supplementary stockpile we then come to the House Appropriations 
Subcommittee and ask for an appropriation and we have always 
received it. This is tantamount to receiving an appropriation for 
which to buy material, and this is spent for the saceeie of materials 
produced outside the United States. 

Mr. Latra. Well, it is bound to have some effect, is it not, when we 
have a stockpile of $8.1 billion of strategic materials, and I assume 
from your testimony here that they have been acquired under this 
barter system ? 

Mr. Patmpy. Congressman, I think to the extent that it replaces 
cash sales then it does have this negative effect on our gold, and this 
is what we have been most concerned about here this morning. 

Mr. Larra. Thank you. 

Mr. Quiz. Mr. Chairman, may I ask a couple of short questions? 

The CHarrMan. Yes, sir. 

Mr. Quiz. Do you have the information, Mr. Palmby, on a com- 
modity-by-commodity basis similar to what you showed on that one 
chart of how much of the full export goes to cash sales and how much 
went under barter and how much went under Public Law 480, as well 
as how much went under different programs, so as to get for each 
commodity that went in export whether it went on its own merit 
without any subsidy of any kind and then break down the type of 
Government subsidy that they received to go into export? 

Mr. Parmpy. Regardless of destination ? 

Mr. Quire. Yes, sir. 

Mr. Patmpy. We can supply that for you. 

(The information referred to follows:) 
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Mr. Quire. And the second question is this: In every case where you 
either sold or bartered either for foreign currency or barter were you 
satisfied that this was in addition to cash sales or do you only say that 
in case of barter sales ? 

Mr. Patmsy. I would like to answer “barter” first, Congressman, 

In the administration of this program for every offer that is made 
to us, we have to satisfy ourselves, Is this or is it not in addition to cash 
sales? Everyone that we have accepted we felt that we had a better 
reason to believe that it was in addition to—than that it was not in 
addition to, and this is a hazy area, but in our best opinion the ones that 
we accepted were and would be in addition to. I would hasten to add 
immediately that we know and we knew when we accepted them that 
our reasoning was not foolproof, nor were they 100 percent in addition 
to. This is what has worried us and, further, this is the basic reason 
we had to break the countries down by A, B, and C categories, because 
any commodity going by the barter route to a C country where we have 
a very poor or no established market, and where their currency posi- 
tion is very bad, we are reasonably well satisfied that this was addi- 
tional business. 

As regards your question on title I, I am away out of my field on 
that, and I think the best statement I could make on it is that title I 
transactions are entered into in these countries but prior to their 
receiving one they must agree to meet our usual marketing require- 
ments. 

Mr. Quiz. Suppose one feed grain was being considered under title 
I or under barter, do you take into consideration a similar feed grain 
and the opportunities that there are for sales for that feed grain or 
just on the commodity in which you are dealing as, for instance, com- 
paring corn with barley or wheat with corn as a feed grain, or do 
you just, like in the case of South Africa, consider the fact that they 
came here to buy wheat and not take into consideration a similar com- 
modity which they might buy ? 

Mr. Patmsy. We have followed the criteria, at least, earlier in the 

ear, to attempt to make each grain pretty much stand on its own, 
but we fr os, now know, if we did not before, that grains are so 
closely related, particularly the coarse grains, that it is basically un- 
sound to consider one without considering all of them. 

Further, it is unsound to consider the coarse grains without consid- 
ering wheat because, certainly, our history indicates that oftentimes 
wheat, too, can become a major feed crop. 

So, summarizing, in answer to your question, again we have done 
our utmost to show some volume in the barter program and we, at 
least earlier in the year, attempted to make nk grain stand on its 
own history. We now have come to the conclusion that we must 
move in the other direction and consider any one feed grain as one 
of the coarse grains. 

Does this answer your question ? 

Mr. Quite. Yes, sir. 

Mr. Bass. When you move grains, particularly wheat, under Public 
Law 480, either under title I or under title II of the program, do you 
move stocks that are owned by the Commodity Credit Corporation or 
do you move stocks that are under loan ? 
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Mr. Patmpy. Congressman, under title I stocks generally come from 
the free market. They are not owned by CCC. On title II our CCC 
stocks are owned outright by CCC. 

Mr. Bass. Why would it not be better to move stocks that are owned 
under title I? 

Mr. Patsy. This is what we did a few years ago, but starting with 
September of 1956 on wheat, we moved in the other direction of 
moving wheat from the free market rather than from ours, and 
following this we have moved in this same area on the coarse grains, 
on rice and on cotton, and the reason we did that is this: We found 
that for every bushel we took out of our stocks it simply meant 
another bushel had to come in from the producer through our back 
door. So, we thought it better administration and certainly a cheaper 
and more satisfactory one as regards the producers and all the handlers 
that we use all of the established channels of trade and let them buy it 
from the free market because it would keep us from putting a bushel 
through our inventory which is always a cumbersome and costly thing 
to do. 

Mr. Bass. But, if you moved it out of your stocks you are going to 
be reducing the cost of storage for a period of time and at the same 
time someone would not be making a commission on this wheat. 

Mr. Patmpy. Congressman, on the surface this may seem right but 
I am sorry that in practice this is not true. In practice, what hap- 
pens is this: The minute we move one out we have another bushel 
that is coming in the back door. 

Mr. Bass. Why do you have another bushel coming in the back 
door? It would come in anyway if they did not need it. 

Mr. Patmpy. No, sir; this is not true. If we move it from the free 
market, the demand is felt on the free market, so that CCC is circum- 
vented and in turn all our administration and all the costs inherent in 
our handling a bushel of grain is not felt and actually we save money 
by not doing this. 

Mr. Bass. You save money? 

Mr. Patmpy. Yes, sir; and in turn the producer gets the advantage 
of having the demand of the title I program felt on the free market. 

Mr. Bass. But under title II you move it out of your own stocks? 

Mr. Patmpy. Yes; thisis strictly donation. 

Mr. Bass. At all times? 

Mr. Paumpsy. Yes, sir. 

Mr. Bass. Who handles these transactions ? 

Mr. Patmpy. Under title IT? 

Mr. Bass. Yes, sir. 

Mr. Unpverniv. It is a government-to-government gift with char- 
itable agencies helping with distribution in some cases. 

Mr. Bass. Is it government-to-government or charitable agency to 
charitable agency? In other words, it is not the private broker or 
anything which is involved in handling these exchanges? 

Mr. Unperuu.. I do not believe there is any sales commission 
involved, if that is what you mean. 

Mr. Bass. There are no sales commissions involved ? 

Mr. Unperumu.. No, sir. 

Mr. Bass. But sales commissions are involved on those items sold 
for foreign currencies under title I? 
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Mr. Unperuity. That is right, or perhaps it should be described 
as profit or loss rather than a commission. 

Mr. Patmpy. Under title II, ICA handles it, and this is a straight 
government-to-government transaction. 

Mr. Prirnie. Will the gentleman yield? 

Mr. Bass. Yes, sir. 

Mr. Pirnie. I would like to pursue further the statement that the 
cost would be the same. How do you reconcile it? It seems to me 
as though the cost would be less if there is no broker to move the 
commodities out under title II from the Government warehouse. 

Mr. Patmpy. Are you now back on title I or title IT? 

Mr. Bass. Title I. 

Mr. Prenie. Title I. 

Mr. Patmpy. In other words, straight government-to-government 
transaction ? 

Mr. Pirnte. That is right. 

Mr. Patmpy. Well, Congressman, on all our cash transactions all 
the machinery and all of the know-how in this country, and the repre- 
sentatives in a foreign country, is handled by private trade anal so 
title I is tied to the established channels of trade that we normally 
recognize in normal] markets. 

So, we have used the same tools and the same pricing mechanism 
and the same source of supply; namely, the free market for title I 
which is a sizable program as we have for cash transactions. 

Mr. Bass. The gentleman says “in the normal channels of trade,” 
but you say under title I that we sell to foreign countries when it does 
not disturb the normal channels of trade. 

Mr. Patmpy. But it still comes back to this, as we have long felt, 
and I certainly feel this very keenly, that the established channels 
of trade that already are selling in that country and already have a 
representative there and have their machinery set up here are cer- 
tainly much better qualified to do this than anybody else I know. 


Mr. Bass. Let me ask this question, then: If the commission is: 


paid to a broker in America that we sell for foreign currency to be 
used in that country, where does he get his commission? I have 
reference now to the American broker. Who pays that commission? 

Mr. Patmpy. I think, Congressman, we have to back up to how 
the deal first starts. This foreign government is buying, as I under- 
stand it, on a bid basis. He buys it from the supplier, the cheapest 
supplier, be it one competitor or the other, and in turn this supplier 
in this country—title I, is similar to a cash transaction. He makes 
a bid and he will supply a commodity at this figure. 

Tf he is the successful bidder, then he is on his own from there on. 

Mr. Bass. He does not accept the foreign currency, though? 

Mr. Patmpy. No, sir. 

Mr. Bass. Who takes care of the exchange and where do the dollars 
replace the foreign currency ? 

{r. Patmpy. Now, you are under title I, and I would like to call 
on someone else to answer that at this time. 

Mr. Bass. All I want to know is if I am a broker and I sell 2 mil- 
lion bushels of wheat to Spain for pesetas to be credited to the Amer- 
ican Government’s account in Spain, do I get pesetas or dollars? 

Mr. Giss. You will get dollars. 
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Mr. Bass. Who furnishes the dollars in the transaction ? 

Mr. Girs. Public Law 480 is set up exactly the same as if it had 
been a cash transaction. 

Mr. Bass. I understand that. 

Mr. Gres. The American seller will get a letter of credit from his 
bank and the CCC issues a letter of commitment and the CCC pays 
dollars to that bank. 

Mr. Bass. In other words, we pay the commission in dollars but we 
receive payment in foreign currency ? 

Mr. Giss. That is right. 

Mr. Bass. For that reason alone I could see where there would be 
a vast savings in the transaction if it were government-to-government 
under title I of the program. That is the very thing that I was get- 
ting to originally—that the title I program is for selling in foreign 
currencies, foreign currencies which in most cases are soft currencies, 
and we know that. 

If we are paying hard dollars as the commission and the broker 
who receives a commission is making this transaction if it could be 
handled by the CCC in selling stocks that are on hand and owned by 
the CCC, I certainly can see where a vast savings of dollars could be 
had yearly on this proposition. 

Is this not true? 

Mr. Patsy. No; I donot think it is true. 

Mr. Bass. How could it be otherwise when we are paying dollars 
for soft foreign currencies for the commission in handling these 
transactions ? 

The Cnamman. Let me interrupt, Mr. Bass, to ask a question 
which I think is pertinent to what you have in mind: 

Do you have any way of determining the margin of profit involved 
in any of these transactions? As he points out, according to these 
figures I have here, this government. participates in this title I pro- 
gram to the extent of almost $60 million. I assume that they bought 
the commodities at one price, probably as low as they could buy them, 
and they sold them at a higher price. 

Do you have any way of knowing how much profit is involved in 
any of these transactions? 

Mr. Patmpy. Mr. Chairman, again, I do not mean to hedge on your 
question 

The Cuarrman. I do not mean to single out Anderson-Clayton—— 

Mr. Bass. This happens with all brokers. 

Mr. Patmpy. I think, Mr. Chairman, the best answer I can give you 
is “ordinarily, no; we do not.” 

I am sure though we could trace through a few specific transac- 
tions to arrive at what was the margin. 

The CHatrman. And, of course, the same thing I assume is true 
with reference to the Cargill transaction? There is no way to tell 
what is involved there ? 

Mr. Patmpy. It is virtually impossible. 

The Cuamman. That is what I was afraid your answer would be. 
IT asked the GAO representative the other day the same question and 
he had no way of determining the profit. Still, we hear all this testi- 
mony about tremendous profits which someone is making. Of course, 
I assume they are making profits, but unfortunately you have no way 
of determining what the profit is. 
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Mr. Bass. This is true of every one of the exchanges they are oper- 
ating. We are paying the hard currency for negotiated sales for soft 


currencies all over the world. 


For instance, in Spain we have been getting 42 pesetas for a dollar 
when the actual exchange value has been 60 all the way through. 
This is one of the countries where we have been doing quits a bit of 

u 


business, and even basing it on the exchange rate, it wo 


something like 28 percent, I believe 


d amount to 
it is, where we have been losing 


in this one country. So, I think it deserves a great deal of considera. 
tion as to whether we can operate this title I program country-to- 
country instead of from commission agent to commission agent. 

Mr, Paumpy. One thing should be said, Congressman, in defense of 
what we are doing, and that is, in all of these programs—title I or 
cash or barter—there are always some functions which people in the 
market place perform. Those functions are going to be performed 
whether Government does it or private — do it. 


The CHarrmMan. Furthermore, Congress 


through normal trade channels. 
Mr. Patmpy. Right. 


irected that you operate 


The CHatrMan. We shall have to adjourn, and I want to thank 
you and your associates for being here. 

We shall reconvene at 2 o’clock, and the first witness will be Mr, 
Price Feuquay, Mr. Carl C. Farrington, and then R. L. Patterson, 
who I understand has an engagement with the Department of Agri- 


culture. 


Mr. JoHnson. Just one question before we adjourn. We have here 
at our desks statistical information with regard to the cost of storage. 
Is it your intention to have this made a part of the record ? 

The Cuarrman. It probably should be. We shall wait and put it 
in the record later, including other information we have asked for, 
We shall stand adjourned until 2 o’clock. 

(Whereupon, at 12:16 p.m., the committee adjourned to reconvene 


at 2 p.m., of the same day.) 


AFTERNOON 


SESSION 


The Cuarrman. The committee will please be in order. 
Mr. Feuquay, will you come forward ? 


Mr. Fruquay. Mr. Chairman, I 


have with me Mr. William F. 


Brooks, president of the National Grain Trade Council. 
The CHarrMAN. We are glad to have you gentlemen with us. We 


will be be very glad to hear you. 


STATEMENT OF PRICE FEUQUAY, CHAIRMAN OF THE BOARD, 
NATIONAL GRAIN TRADE COUNCIL 


Mr. Feuquay. My name is Price Feuquay. My home is in Enid, 
Okla., where I am in the grain business operating the Feuquay 
Elevator Co. This company has a terminal elevator in Enid and 12 
nits elevators at various points in Oklahoma. 

As chairman of the National Grain Trade Council I wish to thank 


the committee for this opportunit 
views on Public Law 480 and on 
Law 480. 


to present to you the council’s 
ills to extend and amend Public 
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A list of the council’s members is attached and made a part of m 
statement. You will note that the National Grain Trade Council’s 
members are 30 organized grain exchanges and 6 national associations 
in the grain industry. 

Before discussing Public Law 480 and bills to amend Public Law 
480 which are being considered by your committee, I wish to discuss 
the background cad operations of two Government programs under 
which the grain industry is operating. These programs can be de- 
scribed as efforts to use U.S.-produced grain to move into export a 
greater volume of U.S.-produced surplus grain. I will discuss these 
programs as an independent grain merchant and warehouseman; as a 
representative of established _— firms in the Southwest, as typified 
by membership in the Enid Board of Trade, and as chairman of the 
National Grain Trade Council. 

In late 1955 and early 1956, Department officials and Members of 
Congress were considering a National Grain Trade Council recom- 
mendation that exports of grain be promoted by Commodity Credit 
Corporation through export subsidies which might be made by pay- 
ment in kind, in order that Government stocks be used to iA in 
exporting surpluses. 

he National Grain Trade Council had recommended that all grain 
exported except that supplied to exporters as a subsidy in kind, be 
drawn from free market supplies. The council stated that this pro- 
gram would broaden the inarhet for free grain; would give producers 
a greater income in the market place; and would, in all probability, 
reduce or eliminate the volume of Commodity Credit Corporation’s 
takeover. 

The council, in recommending this program, stated that sales of 
Government stocks of grain for export were made at world prices, 
well below loan levels, and that because of these sales, grain wnedinnett 
came to depend upon the loan program as their most satisfactory mar- 
ket. This resulted in a funneling of a vast proportion of grain prod- 
ucts into and out of Government stocks. 

The council further represented in May of 1956: 


Under the present program, Government stecks increase and Government costs 
of handling and storing are increased, not decreased. Under them producers 
suffer and a stage is set where the Government adopts in effect state trading 
procedures depriving grain producers of the chance to obtain in the marketplace 
a price approaching parity. 

If the Government withdraws its stocks of wheat from sale for export, ex- 
porters and others will become wheat buyers in the market, as distinct from 
wheat buyers from the Government. This will tend to bring about a market 
price approaching parity and result in a market price at or better than tha 
loan level. Under these circumstances, producers may obtain parity in the 
marketplace and little if any wheat will go under loan. 

Under present procedures, with the Government present each day as a willing 
seller for export, there is little or no incentive for grain firms to assume inven- 
tory risks. These risks are carried by the Government at the expense of the 
taxpayer and to the detriment of the farmer and the farm program. At no 
additional expense to the Government and to benefit farmers and the farm 
program, while providing for a. gradual and orderly disposition of Government 
stocks through barter and relief operations and subsidy obligations, a subsidy, 
computed as now under the IWA to reflect the difference between the world 
price of wheat and the domestic market price should be placed in operation. 

Such 2 program can be instituted under existing law. The charter of Com- 
modity Credit Corporation, the Agricultural Trade Development Act, and the 
basic support law appear to grant adequate authority to the Department to make 
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a subsidy available to aid in exporting agricultural commodities for which 
support programs exist and as to which there is a surplus, 

To make a subsidy available will assure maximum use of the usual and cus- 
tomary facilities and channels of private trade and remove the threat of state 
trading which increases each day under present programs. That these results 
can be accomplished while permitting producers a chance to obtain a parity 
price in the marketplace, a cash or in kind subsidy procedure for wheat should 
be made available as of July 1 and for coarse grains as of that date or some 
later date. 


In July 1956, the Department announced that: 


Effective September 4, 1956, all wheat export programs will be continued, 
with emphasis on handling through normal trade channels. Special Govern- 
ment aids will also be continued, but direct export assistance will be extended 
in the form of wheat from CCC stocks rather than in cash payments. CCC 
stocks of wheat will also be used in carrying out barter contracts and providing 
supplies for dumestic and foreign donation programs. 

Beginning September 4, CCC will discontinue sales at special prices for export 
under the International Wheat Agreement, and the special CCC program for 
export outside the IWA. CCC stocks of wheat will continue to be available 
under barter contracts and in payment of export subsidies at a price based on 
the world market. For all other purposes it will be available only at the higher 
of 105 percent of the current price support level plus carrying charges on the 
domestic market on an unrestricted use basis. 

Exporters will purchase wheat supplies for export under these programs 
primarily through normal commercial channels in the free market. 

In April 1958 the Department announced that subsidy-in-kind 
export programs would be inaugurated for the coarse grains with 
the program for corn effective May 5, 1958, and with the program 
for barley, grain sorghums, oats, and rye effective on July 1, 1958, 

Under the subsidy-in-kind export program for wheat, export sub- 
sidies are determined and announced each day by the Department of 
Agriculture. This procedure is the same as that followed since 1949 
under the International Wheat Agreement. Under the subsidy-in- 
kind export program for coarse grains, exporters each day submit 
bids for an export subsidy. These bids are accepted or rejected on 
the day submitted. 

I shall discuss the operation of the payment-in-kind or subsidy-in- 
kind programs and their effect in our Oklahoma-Texas area of oper- 
ations. This comes under the jurisdiction of the Dallas CSS Regional 
Office and is affected by the export movement through the gulf ports, 
This is the area that led the way in building grain storage, making it 
possible for the price support programs to function without the oper- 
ation at any time of Government-owned storage bins in either Okla- 
homa or Texas and at the same time provided storage space for the 
reconcentration of CCC-owned stocks from storage deficiency areas for 
ultimate exporting. Today, as a result of the successful operation of 
the PIK programs, we face the realization that we are overbuilt on 
storage facilities in this area, with the resultant problem to the trade of 
the costs of maintaining and paying for unneeded storage facilities. 

Notwithstanding this fact, my associates and colleagues in the old 
established grain trade, join me in urging your continued support of 
these payment-in-kind grain export programs. We hope that they 
will not be disrupted by legislative enactment. 

With the advent of these programs we have had a revival of com- 
petitive export bidding for grains in the interior and close to the pro- 
ducer. Space that was formerly occupied by Government-owned 
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stocks at the ports has become available to the smaller export firms and 
others who wish to stockpile grain in anticipation of or for completion 
of export sales. This permits small firms and firms without large 
thering facilities to compete successfully with the large Sxpars firms 
or their supplies and this competitive situation has provided a contin- 
uing daily market for the producer by p,oviding first buyers and 
interior terminal grain merchants such as ourselves, who maintain a 
daily market for the producers’ grains. 

This was not true when practically all export stocks were supplied 
by the Government. The competitive bidding for those stocks did not 
inure to the direct benefit of the producers because as grain buyers we 
faced days of market, mill, and export inactivity when it would be 
difficult or impossible to find an outlet without a sacrifice in price. 
For the past 214 years we have been able to reflect the benefits of the 

resent competitive situation in our daily relations with the producers 
y reduced margins and higher prices to the point of redeeming a 
much larger percentage of his loans than in the past. 

We see the Government benefit by reduced overall storage costs, re- 
duced demurrage and other transportation costs at the ports. Wesee 
the full responsibility for quality deliveries to the importer vested in 
the export firm which now must originate three-fourths, or there- 
abouts, of its wheat sales from non-Government stocks from the inte- 
rior, with the remaining one-fourth supplied by way of the POIK 
certificates being delivered to an exporter on track at the ports under 
CCC loading orders to the interior. We see the grain exporter devel- 
oping, maintaining, and properly supplying more markets abroad in a 
more efficient and economical manner than can be done by a Govern- 
ment agency. 

We know of no congestion or of inventory control problems by 
Commodity Credit Corporation of their stocks in the interior as was 
contemplated by some of the regional area directors at the inception of 
these programs. To the contrary, we have been advised by the Dallas 
office that as of July 9, they have been tendered 51,350,000 bushels of 
space by the trade during and since the current wheat harvest in the 

klahoma-Texas area. To this we can add new storage facilities of 
39 million bushels of “firm pending” and 26 million bushels of “esti- 
mated pending” for their approval under the Uniform Grain Storage 
Agreement contracts. This is an estimated total space of 115,350,000 
bushels as of November 1 plus disappearance into domestic and export 
consumption and less what may be used for the oncoming grain 
sorghum harvest. 

t regular quarterly meetings of the directors of the National 
Grain Trade Council we have received reports from all our market 
members of increased trading activities both in cash and futures, as a 
result of the subsidy-in-kind programs. During the past year the 
market price for coarse grains reached and at time exceeded the loan 
value. Interior markets at, for instance, St. Louis, Mo.; Peoria, I1.; 
Milwaukee, Wis.; Indianapolis, Ind.; Omaha, Nebr.; Toledo, Ohio; 
St. Joseph, Mo.; Salina, Kans., felt for the first time in many years the 
impact of the export demand for these grains. Producers of coarse 
grains tributary to these markets benefited, as had wheat and sorghum 
producers in the Oklahoma-Texas area. 
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It is our opinion and the recommendation of the National Grain 
Trade Council that Public Law 480 be extended for at least the calen- 
dar year 1960. It is our opinion and the National Grain Trade Coun- 
cil recommends that no barter amendments to Public Law 480, such as 
are contained in the bills H.R. 5139, H.R. 6410, H.R. 6552, and H.R. 
7983 be adopted by the Congress. To adopt the compulsory barter 
requirements of those bills would, in our opinion, diminish, if not 
eliminate, the effectiveness of the subsidy-in-kind export programs, 
If this were to happen grain producers would suffer and costs to the 
Government would increase. 

As a taxpayer, it seems to me that the mandatory barter provisions 
of these bills circumvent the usual method of seeking appropriations 
and then making purchases. As a taxpayer and as one who is familiar 
with the operations of the Commodity Credit Corporation, it is my 
opinion that that agency of the Government should not become a 
trading and purchasing agency in the field of international trade for 
other Government agencies. 

Attached is a memorandum showing percentage figures relevant to 
the operation of the PIK programs. I regret that 1 could not locate 
records on file for a comparable period —- to 1956 which would have 
made possible specific comparisons. The endeavor here is to show 
figures for the time period of PIK operation that are representative of 
our Texas-Oklahoma area. This we have done by using figures sub- 
mitted by the Oklahoma State ACP office and those from the largest 
warehouseman in this area, the Union Equity Cooperative Exchange 
with its 50,300,000 bushels of storage capacity, and from the Feuquay 
Elevator Co. with its 1,400,000 bushels of capacity which is certainly 
one of the smallest terminals and from one of our typical country 
elevators. 

I call your attention to the large farm loan and country station 
redemption paseniages during the life of these programs regardless 
of the size of the crop. This can be attributed to the competitive situ- 
ation for truck grain at the ports. It is of interest to note the small 
percentage of warehouse receipts issued to date by the Union Equity 
and ourselves, respectively 6 percent and 9 percent some 30 to 45 days 
after harvesting an estimated wheat crop for the State of Oklahoma 
of 86,051,000 bushels which is the sixth in size for the State’s histo 
of wheat producttion and 74 percent of our record crop of 115 mil- 
lion bushels last year. 

In the three commercial positions listed we point out the very favor- 
able percentages of total volume handled that was merchandized, not 
passed into CCC ownership. The unavailability of past records leaves 
us to the mercy of our memories of the years of deficiency in this field; 
but as grain merchants we can assure you that our memories stand out 
sharp and clear upon this subject. 

We like what we see in these figures. The restoration of a criti- 
cal and substantia] part of the grain business to the established trade 
which has always justified its existence by performing a sound, eco- 
nomic service. As an independent grain merchant and warehouse- 
man, and as a spokesman for the established grain trade in the South- 
west and as chairman of the National Grain Trade Council, I respect- 
fully urge your continued support of these subsidy-in-kind grain ex- 
port programs rather than proposals which tend to foster state-to- 
state trading. 
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(The matter referred to is as follows:) 








1956-57 1957-58 1958-59 1959-60 








Oklahoma wheat crop (bushels)__........-.--..-.-..-.- 67, 168, 000 | 48, 025, 000 |115, 440, 000 | 1 86, 051, 000 
Percent size of previous year crop. ._........-.-..---... 2278 64 268 174 
NOD MONTE 6 on oo a cncecpandecccussecnecs oes 883, 237 337,571 | 2,097, 218 0 
EMITS » ive dabdipincnnsdandéved tll citic JJ 204, 559 46, 821 1 275, 000 4 
Percent of crop under farm loan..............-...--.-.- 1.3 0. 78 1.8 » 
Percent takeover_................- binges wnat teeta 23. 2 13.9 13,1 & 
EE EE, PE SIEGE: 76.8 8671 86. 9- () 
Union Equity: § 
Percent of receipts under loan_.-...............-... 16.0 4.5 26. 0 6.0 
ED CT cintecccuduchscsntheensenes@intel 45.0 8.0 tie, tn nilinenndies 
Percent merchandised_.............- bd bale cwindindel 92.0 73.0 RO Bhnes enki 
i OS as with dindicmaninias ianpeeieinnihal 55.0 92.0 TE Renebuinsdielouns 
Feuquay—Terminal: 6 : 
ercent of receipts under loan----.................. 26.8 10.6 20.0 9.0 
i CS nd Scaddadantbacewedunubredudeba 47.0 26.0 Fae Lncestencoun 
ne UODNIONNNIN oon oo ccc utdewbsbocsdcioeed 87.4 97.2 08.0 1... 42s 
SN I ia th. i neemmibipbilehsiginemctylioines 53.0 74.0 WES igencc thio 
DOT os of reais Okla.:7 
ecent of receipts under loan...............-.....- 56.2 16.1 51.9 19.0 
NO ode. ais cneebimathdideimaumnie 54.6 0 GI Citatioecinnseun 
Percent merchandised...............-s--..-.-.-...- 69.3 83.8 BG 4. A ili.knce 
SS a Se PR 45.4 100. 0 SEB iicdtAaied 





i Estimated. 

21955 Oklahoma crop 24,160,000 bushels, 

3 Source: State ASC office. 

4 Not available. 

4 Union Equity copacity in Enid, 50,300,000 bushels. 
6 Feuquay capacity in Enid, 1,400,000 bushels, 

1 Country station capacity, 300,000 bushels. 


Roster OF MEMBERS, NATIONAL GRAIN TRADE COUNCIL 


American Feed Manufacturers Association, Inc., Chicago, Il. 
America Seed Trade Association, Chicago, Ill. 

Barley and Malt Institute, Chicago, IIL 

Grain & Feed Dealers National Association, Washington, D.C. 
North American Export Grain Association, Inc., New York, N.Y. 
Terminal Elevator Grain Merchants’ Association, Kansas City, Mo. 
Amarillo Grain Exchange, Texas 

Baltimore Chamber of Commerce, Maryland 

Buffalo Corn Exchange, New York 

Cedar Rapids Chamber of Commerce, Iowa 

Denver Grain Exchange Association, Colorado 

Des Moines Grain Exchange, Iowa 

Duluth Board of Trade, Minnesota 

Enid Board of Trade, Oklahoma 

Fort Worth Grain Exchange, Texas 

Indianapolis Board of Trade, Indiana 

Lincoln Grain Exchange, Nebraska 

Los Angeles Grain Exchange, California 

Lubbock Grain Exchange, Texas 

Memphis Board of Trade, Tennessee 

Milwaukee Grain Exchange, Wisconsin 

Minneapolis Grain Exchange, Minnesota 

New Orleans Board of Trade, Ltd., Louisiana 

New York Produce Exchange, New York 

Omaha Grain Exchange, Nebraska 

Peoria Board of Trade, Illinois 

Philadelphia Commercial Exchange, Pennsylvania 

Portland Grain Exchange, Oregon 

St. Louis Merchants’ Exchange, Missouri 

St. Joseph Grain Exchange, Missouri 

Salina Board of Trade, Kansas 

San Francisco Grain Exchange, California 

Seattle Grain Exchange, Washington 

Sioux City Grain Exchange, Iowa 

Stockton Grain Exchange, California 

Toledo Board of Trade, Ohio 


44273—59——30 
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The Cuarrman. We thank you very much, Mr. Feuquay, for your 
appearance and for your statement. 

Do I understand that you are in the grain trade business yourself ¢ 

Mr. Feuquay. I have a background of some 40 years myself in the 
grain business and my family before that for another 15 or 20 years; 

es, sir. 
, The CHamrman. You store Goverment-owned wheat and CCC wheat 
in some of your warehouses ? 

Mr. Fevquay. We operate these country elevators and deal direct- 
ly with the producer. We also merchandise grain and we act as buy- 
ers for flour mills and we do store CCC-owned grain. 

We have to take over the loans. 

The Cuarrman. Do you favor extension of Public Law 480 for 1 

year ? 
, Mr. Frevaquay. I believe my thought on that was for at least a mini- 
mum ofiyear. Idid not intend to pin that down. 

The Ciaran. Have you had any occasion to believe that any of 
the barter transactions have interfered with normal commerce? 

Mr. Fevquay. As a country operator, as an interior operator, I 
could only answer that by saying that I have to judge my position 
from the day-by-day demand for wheat. 

As I pointed out in this statement, we have had a daily demand 
from exporting firms. I could not honestly say, as an interior oper- 
ator, that I could point to any specific instance where a barter trans- 
action has interfered with the trade. 

The CuHarman. Have you engaged in any barter transactions 
yourself ? 

Mr. Fevquay. No,sir. Weare not in the export business. 

The CuatrmMan. But you sell to exporters ? 

Mr. Fevuquay. Yes. 

The Cuarrman. The Government stores in your warehouse? 

Mr. Fevquay. Yes. 

The Cuatrman. How much wheat do you have stored now? Do 
you know ? 

Mr. Fevquay. In our elevator at the present time, 400,000 bushels. 
It is something a little over 600,000 bushels of Government-owned 
wheat. Isthat what you mean? 

The CHarrMan. Yes. 

Mr. Fevquay. Yes. 

The Cuarrman. How much wheat do you have under Government 
loan ? 

Mr. Fevquay. As I say, the figure I referred to here is 9 percent 
of our total receipts in the current crop and that is something less 
than 100,000 bushels. 

We have not quite reached the 100,000-bushel figure. 

The Cuarrman. You have that under Government loan? 

Mr. Fevauvay. Yes, sir; under Government loan. 

The Cuatrman. These organizations you represent share your 
views, I suppose ? 

Mr. Fevquay. Yes, sir. 

The Cuatrrman. And authorize you to speak ? 

Mr. Fevquay. Yes, sir. 
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The Cuarrman. Do you know a firm by the name of C..B. Fox, 
Grain Exporters, of New Orleans? 
Mr. Feuquay. Yes,sir. I receive their bids quite often. 


STATEMENT OF WILLIAM F. BROOKS, PRESIDENT, NATIONAL 
GRAIN TRADE COUNCIL 


- The Cuatrman. You are William F. Brooks? 

Mr. Brooks. Yes, sir. 

The CuaArrman. I just had someone hand me during the recess a 
letter from the National Grain Trade Council, Folger Building, Wash- 
ington, D.C., in which this statement is made: 

It is our opinion that this mandatory barter requirement would be expensive 
to the Government, harmful to the grain producers and damaging to all sezments 
of the grain industry, for under the proposal little or no opportunity would exist 
to participate continuously in purchasing, assembling, warehousing, and selling 
a large share of the Nation's grain production. 

That is a quotation from what appears to be an official communica- 
tion. 

Mr. Brooxs. That is a weekly newsletter sent out pretty nearly every 
week. 

The CuatrMANn. Do you prepare the letter? 

Mr. Brooxs. Yes, sir. 

The Cuatrman. There is another statement: 

Under Public Law 480 through GR-345 and GR-368, the subsidy-in-kind export 
programs, Government stocks, except for limited purposes, cannot be sold. Asa 
result, the full impact of export demand is reflected in the domestic market. 
Grain producers obtain in the open market a price approaching, or better than, 
the loan value. The Government realizes savings and all segments of the grain 
industry have an opportunity to participate in purchasing, assembling, warehous- 
ing, and selling, a great share in the Nation’s grain production. 

Do you mean to suggest that all segments of the grain industry have 
not had an opportunity to participate in purchasing assembling, ware- 
housing, and selling olmezine commodities ? 

Mr. Brooks. The observations there are based upon experience that 
existed prior to 1956 when the Government was the monopoly seller of 
wheat and coarse grains for export. 

The Cuarman. This letter is dated July 10, 1959. 

Mr. Brooks. That is correct, sir. 

I am suggesting that if you have mandatory barter provisions which 
have to be panplied with prior to there being any title I operation, 
mandatory barter provision taking precedence to the extent the grain 
would move under the $350 million minimum, other transactions would 
stop pending completion of those transactions. 

The Cuatrman. You do not have reference to the bill I introduced 
to emphasize the importance of barter and emphasize the necessity of 
our moving these commodities into world markets? How else could 
you have a mandatory barter program if you permitted all these other 
things to happen before you had the barter ¢ 

Mr. Brooxs. That is the point of the letter, Mr. Cooley. 

It is our opinion that mandatory barter with a prior status—— 

The Cuarrman. Here is a copy of a letter handed to me on the sta- 
tionery of C. B. Fox, Grain Exporters, New Orleans, addressed to me, 
dated July 14—— 
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Mr. Brooxs. I have the letter. 
The CHatrMan. It starts out addressed to William F. Brooks, 
National Grain Trade Council. It starts: 


Deak Bru: 


You asked for it so here it is. 

In your opinion the mandatory barter requirements in Cooley’s bill would be 
expensive to the Government, harmful to the grain producers, and damaging to 
all segments of the industry. That is pure and unadulterated bunkum. Those 
in the industry who*have been feeding so long and so well at the Government 
trough by collecting millions of dollars more than grain storage is worth naturally 
oppose any deviation from their cut and dried method of business, but those of us 
who must live by their wits welcome something different. 

There is no doubt but that barter has increased the quantity of agricultural 
commodities exported from the United States * * * 


Is that from a reputable concern ¢ 

Mr. Brooks. Mr. Fox is a gentleman whose opinion I regard very 
highly. 

he CuarrMan. He does not agree with you though ? 

Mr. Brooks. No, sir; he does not, nor I with him. 

The Cuarrman. He said it is a lot of bunkum. Here is another 
thing he says: 

* * * Sure there is deserved criticism of certain barter transactions, but 
let those who approve them explain to the Cooley committee why they gave 
$8 million for corn to Belgium in exchange for industrial diamonds and ap- 
proved barley to an overbought United Kingdom when these were aid countries. 

No program will be independent and the administration of it. The barter 
program, if properly administered, is a good system for selling additional 
agricultural commodities abroad without being accused of dumping and there 
would be no large discounts available to exporters if the CCC were clever in 
their purchases of the stockpiling material. 

You see how difficult it is for this committee to decide these ques- 
tions when heading up this organization you say that barter is bad 
and here Mr. Fox says it is good. 

Mr. Brooxs. Mr. Cooley, may I interrupt ? 

We do not say barter is bad. 

If you recall that part of Mr. Feuquay’s statement setting forth the 
representation we made in 1956, we said, “Shut off sales of stocks of 
the Commodity Credit grains except for barter and other special 
programs.” 

I think we may have enumerated some of the special programs. 

The Cuarrman. I know, but in this letter from Mr. Fox he says 
that mandatory barter requirements would be expensive to the Gov- 
ernment, harmful to the grain producers, and damaging to all seg- 
ments of the grain industry. 

Mr. Brooks. The key word in that sentence is “mandatory.” 

The Cuarrman. Yes. We talked about mandatory barter when we 
last passed this extension of Public Law 480 and discussed it thor- 
oughly. We had open hearings on it and I had the impression, and 
I still have, that Congress wanted to expand the barier prograni. 

Certainly no one wants to displace dollar sales. Testa no one 
wants to disrupt normal trade channels. We have suaetad. against 
that in the law itself. 

We do not want to offend our friends in the world and so we 
included a provision that our officials would collaborate with the 
officials of the other countries. 
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Apparently we had a program. that flourished and under that pro- 
gram we have gotten rid of a billion dollars worth of surplus com- 
modities and received in exchange for those commodities strategic 
materials which witnesses this morning told us were worth more 
now than at the time we acquired them. 

Our sole interest in this matter is to dispose of the surpluses. 

As all of you know, they have been accumulating since 1953 and we 
have about three times as much invested in surplus commodities as 
we had in January 1953. 

I do not believe we will ever get rid of these surpluses if we do not 
do something. 

Mr. Brooks. I do not believe we will get rid of them overnight, 
either. 

The Cuamman. That is not what I am talking about. We are 
adding to the surplus problem every year. It is becoming more ag- 
gravated. Now we have $3.5 billion in wheat and goodness knows 
what we will have invested a year from now when the corn crop 
comes in. 

You point out, Mr. Feuquay, there is abundant storage available 
now, and yet the storage costs continue high. The witnesses tell us 
that there is nothing they can do about it. I talked to Secretary 
Benson about it and others have talked to him. . You heard the testi- 
mony this morning. Apparently our people are without any power 
to lower the cost. You know it and I know it, they could lower the 
cost on your storage and you would not move a single bushel of wheat 
out of your warehouse. In other words, you are then at the mercy 
of the Government. If they want to cut your storage they can. 

Mr. Feuquay. Certainly. 

The Cuarrman. They can do it with regard to every cotton ware- 
house in the country. 

Mr. Freuquay. Yes. I do not have to sign the U.G.S.A. contract. 

The Cuarrman. That is right. 

Mr. Feuquay. We have provided this space to make this program 
work at rates, Mr. Cooley, which enable us to redeliver these stocks 
to the Government in a guaranteed No. 1 condition. 

The Cuarrman. I am not complaining of you, as a businessman, 
getting all you can for storage. It seems to me that there should be 
a time when you could readjust these rates. If I were a businessman 
and had a warehouse, and I had it filled with Government cotton 
and wheat, I would not be eager to see it bartered away. It is a 
natural interest that you have as a businessman, 

Mr. Fevquay. That is right. 

Along those lines, I would like to be permitted to comment a little 
further, that in my opinion there has been an unnecessary amount 
of loose talk about the profits in the grain storage situation. There 
have never been any comments made as to the responsibility that there 
is in those costs. Sure, as you quoted this morning, there have been 
advertisements of the steel building people saying storage can be built 
for this or that figure. That is not the experience of us in the grain 
business who have been in it a good number of years and who main- 
tain the type of facilities that should be maintained to properly take 
care of a Government-owned piece of property. 

The Cuatmrman. You heard the testimony this morning to the effect 
that storage could be built from 30 cents to $2. 
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Mr. Fevquay. That is right. It costs something over $1 a bushel, 
I just finished building an elevator and it cost us better than $1 a 
bushel to build it, and that is in one of the cheaper construction cost 
areas. I am speaking of the standard type of elevator. I am not talk- 
ing about something we used to think of as being temporary storage, 
I am not considering that. I am speaking now about a fast loading 
house, a house that can load out for the Government if they order a No, 
1 hard protein wheat. 

I feel this, and my figures will show this, the overall storage costs 
have been drastically reduced, the overall costs. 

If you will take a look at the table that I submitted with my state- 
ment you can see the farm loan take-over percentages. From 67.8 
percent to 86.9 percent have been redeemed by the trade, moves into 
commercial channels and did not cost the Government any further 
storage. Storage stopped as we redeemed it. 

You can follow those figures on down into the commercial operation, 
the Union Equity, our terminal house, and our country house, and we 
see merchandising figures there in the Union Equity of 92 percent, 73 
Prt and 77 percent. As I stated in my presentation none of us 

eep records beyond 5 years, except perhaps our canceled vouchers, 
but I would like to be able to show a period prior to the beginning of the 
PIK program, the percentage then passed into Uncle Sam’s hands 
was more like the percentages that I show as being kept out of the 
hands of the Government today. 

Mr. Jounson. Are you talking about the chart in the back ? 

Mr. Feuquay. Yes. 

Mr. Brooks. Yes, the table attached. 

Mr. Poace. Mr. Feuquay, I wonder if you could tell us since no one 
has told us—and we are not trying to pry into your individual figures— 
what is the normal rate of profit on this Government grain storage? 

Mr. Fevquay., Our operations are overlapping. 

Mr. Poace. I know that they are overlapping. I am not asking you 
what the Feuquay grain profits are, but take the industry overall, what 
do you expect to make on Government storage? Do you expect to 
make 5 percent or 25 percent? Nobody has given us any testimony 
on it. 

Mr. Fruquay. Maybe I am deviating a bit, but I will try to answer 
that question in this manner: Before we had the support price pro- 
grams, and I was operating these same type facilities in those days, 
we used to anticipate, or figured that if we had 6 months’ full storage 
occupancy; in other words, if we could keep the facilities 50 percent 
filled we could assure ourselves a profitable year. 

Now, sure, we have empty storage space now. I think that is a 
healthy situation, not just because it has been implied here that it 
would provide a lever for the Government to beat us down on storage 
rates, because as Mr. Palmby pointed out this morning, after all we 
are still operating under rates established in negotiations in 1955, and 
our costs have gone up tremendously in our operations since 1955. 

So there is some empty storage space and I am speaking now for 
the established trade, I am not talking about the people who may 
have come in the last couple or three years, who have come into your 
country and mine, expecting to see that storage filled 12 months out of 
the year. I think it is a healthy situation we have empty space rather 
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than to contemplate anything that would continue more building of 
storage space in the Southwest. 

Mr. Poacr. I think that it would be very helpful if we had some 
kind of figures here. Please understand, I am not pressing you to 
give us any of your own figures. I can understand a man does not 
want to do that. You have told us that it costs anywhere from 30 
cents to $2 to build a grain storage and that you were building it at 
approximately $1. 

Mr. Fevquay. That is right. 

Mr. Poacs. I would say maybe for the upright cement silo, with the 
loading equipment and the drying equipment, that is possibly the 
average cost. 

Mr. Feveuay: I think so. 

Mr. Poace. About $1 per bushel. 

Mr. Fevaquay. In the Southwest area. 

Mr. Poace. What does it cost you to handle that grain each year? 

Mr. Fevquay. Our cperating costs—I would be happy to furnish 
you with figures. 

Mr. Poace. I do not want your operating costs. I would like to 
know what the Southwest operation costs. 

Mr. Fevquay. I am not trying to evade your question. I would be 
happy to answer it. I think that I see what you are getting at. 

r. Poacr. I am assuming you are not in the trading business. 

Mr. Fevquay. But I am in the trading business. I emphasize that. 
We want to stay in the trading business. 

Mr. Poage. I understand. You do not build Government storage to 
get in the trading business? You were in the trading business before 
the Government had any storage business. 

Mr. Fevquay. And in the farm storage business. 

Mr. Poacr. Yes, in the farm storage business, but any extra space 
that you built for the Government we will say cost you $1 a bushel to 
build it. 

Mr. Fevquay. If we built a standard type. 

Mr. Poace. That is what I am talking about. I know that you can 
build flat storage for 15 cents. That does not include your loading 
facilities and it does not include your drying facilities. I understand 
that. 

Mr. Fevquay. And it does not include the loss that a man may take 
if he delivers lower grade grain. 

Mr. Poacs. Of course I understand that. You can build storage for 
15 cents. It is not the type of storage that you want to operate and 
you are not going to operate that. I assume that you are paying $1 
for your storage. 

Mr. Fevquay. Yes. 

Mr. Poace. What does it cost you to operate that storage, just the 
storage part ? 

Mr. Feuquay. I cannot take up that particular phase of our busi- 
ness and set it over here by itself because our grain is commingled; 
our operation is interlocked four ways. We receive from the farmer 
with a handling charge. We depend upon switching tonnage in 
making our sales in our merchandising. We depend on our mer- 
chandising profits. We also depend, and I frankly admit it—al- 
though under the present U.S. grain standards the grades are so 
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tight that the percent of profit does not exist that did a few years 
ago, we do hope to make some small profit earege not as much as 
implied this morning—on upgrading the grain, by mixing it with 
others, which is a perfectly natural, legal, ethical practice for us to do. 
We do not get rich off of that, but I cannot separate those four phases 
of our business into any one operation and say that the storage alone 
cost so much, or the merchandising of the grain cost so much. I can- 
not do it. Our industry, our trade, our operation, is too interlocking. 

I think for a small firm we make one of the most complete audits that 
it is possible to make, and it would be physically impossible for me 
to take our audit and separate our various operations to determine the 
cost of that particular operation. I cannot do it. 

Mr. Poage. Now, down in my country, and the same thing is true 
in Oklahoma, there are grain storage facilities at every railroad 
switch. 

Mr. Fevquay. Yes. 

Mr. Poace. Now, I do not know a man in the grain storage business 
that I consider arascal. I just do not know one. 

Mr. Frevquay. I do not either. I am proud of the grain business, 

Mr. Poace. I am sure that there are some. There are some in 
Congress, they are everywhere, and there are certainly some in the 
grain storage business, but I do not happen to know any of them. 
I know some very fine men in the grain storage business, and I think 
they are operating perfectly honestly, but I think the public is fast 
coming to the conclusion, erroneously, but nevertheless coming to the 
conclusion that they are all a bunch of thieves. Please understand 
I am not making any such charge, but the public is coming to that 
conclusion. 

One of the reasons it is coming to that conclusion is because nobody 
can show us, or will show us, and I am not charging that they could 
show us, figures that place us on any firm ground in saying, “Look, 
they are not getting away with unreasonable profits because here is 
what it is costing.” 

We have sat here for 6 months trying to find out approximately 
what it costs, and there has not been a witness that has come here that 
could tell us any more than you are telling us what it costs, and you 
cannot tell me that you are doing $1 billion worth of business with 
the U.S. Government and nobody has any idea whether you are 
making a profit or losing money. 

Mr. Frevquay. We can submit a cost figure to show what it costs us 
to handle a bushel of grain. 

Mr. Poace. That is what we would like to see. 

Mr. Fevquay. But you pinned it down to storage. 

Mr. Poacr. Yes. That is all the Government is paying for. The 
Government is not paying for anything but storage, is it ? 

Mr. Fevquay. That is right. There are a few other things. 

Mr. Poace. The Government pays in and out charges. 

Mr. Fevquay. In and out charges and storage. 

Mr. Poace. There ought to be some way of determining what that 
is costing the Government. Iam not charging that you are getting one 
penny too much, Mr. Feuqay. I am not suggesting that there is any- 
thing wrong, but I do know that there is a widespread belief that there 
is something wrong. I would like to try to show the public. I do 
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not want them to think that the U.S. Government is sitting here and 
deliberately allowing somebody to rob it, and I do not want them to 
think that you are robbing them, but unless somebody gives us some 
figures—— 

Mr. Fruquay. That is what I meant by “loose talk.” There has 
been too much loose talk and writings—— 

. Mr. Poacs. That is right. 

Mr. Fevquay. To make senational news stories along that subject. 
I agree with you, the general public thinks that the grain storage 
business is some sort of a gravy train and everybody wants in. | That 
is why we are having empty space at the present time. 

Mr. Pirnie. I believe that the witness said prior to the entry of the 
Government into this warehousing of grain, or storage of grain, that 
he was engaged in that business. 

Mr. Fevquay. Yes. 

Mr. Pirnte. Did you not at that time have a pretty good idea of 
what your costs were ? 

Mr. Freuquay. Congressman, I will have to answer that in the same 
way. I was in the same type of business. My statement was, at that 
time, in anticipation of an operating budget for the coming year we 
would hope to earn 6 months’ storage. We would hope to merchan- 
dise so many bushels. We would hope to be able to switch tonnage in 
our merchandising operations for an additional profit. We took it 
in for storage, we commingled it, and we merchandised it. 

Mr. Prrniz. You are quoting the Government a rate. 

Mr. Fevquay. That is right. 

Mr. Pirnte. And you are predicating it on a certain amount of ac- 
tivity and responsibility. 

Mr. Fevquay. That is right. 

Mr. Prirnte. It is those responsibilities that we are discussing. You 
must know what the cost of those is. 

Mr. Feuquay. Yes. I will answer that. In the trade’s negotia- 
tions of the last uniform grain storage contract in 1956 we negotiated 
the rate that is in existence today as being a reasonable rate which 
would at the same time allow us a reasonable profit. 

Mr. Pirnie. What was the percentage of that profit? What do 
you call reasonable? What did you call reasonable at that time? 

Mr. Fevquay. Well, there we get into—— 

Mr. Prrniz. It seems to me that there we get into the blind alley. 

Mr. Feuquay. We get into a complication. To quote a percentage 
figure in relation to dollars in handling our business, the grainman 
does not mean the same as it would to any other merchant. 

Mr. Poacr. Give it to us in bushels. How much profit is there 
per bushel to handle it? We know what we are paying. 

Mr. Fevauay. Yes. Inourmerchandising operation 

Mr. Prente. We are talking about storage. 

Mr. Fevquay. We are very happy to contemplate a cent and a 
half a bushel profit to buy and sell grain. It costs us another cent 
and a half a bushel to put that grain through that elevator. We know 
that, which is the receiving charge we negotiated under the present 
USGA contract. 

Mr. Poacr. Leaving the receiving charge out because we know 
that that can be figured separately, you get 1614 cents a bushel—— 

Mr. Fevquay. If it is there for 12 months. 











466 EXTENSION OF PUBLIC LAW 480 


Mr. Poace. And if it is less than 12 months you get a fraction 
thereof. 

Mr. Fevquay. We kid ouselves if we figure on a profit based upon 
12 months’ occupancy. There must be an out and in movement of 
it ahead of crops, so you never have 12 months. 

Mr. Poace. Assume that you get 9 months. That is 50 percent 
longer than you were getting out of the commercial trade before the 
Government came into the picture. Government grain stays with you 
longer than normal commercial grain. 

Mr. Feuquay. No. WhenI made up these figures here I sold wheat 
last year to some milling companies and the sale was made at a cer- 
tain figure to stay in storage, and I believe that I could go back to at 
Jeast one mill that I had some operations with and I think perhaps 
I made more storage earning off of that particular mill. 

Mr. Poace. You just told us, Mr. Feuquay, that before the Govern- 
ment came into the picture you figured that if you could keep 6 months’ 
occupancy, you were doing real well and you could make money on 
6 months’ storage. 

Mr. Feuquay. And the merchandising and the others. 

Mr. Poace. All right. Now then, the Government is averaging 9 
months. You did say that the Government storage was averaging 
about 9 months. 

Mr. Fruquay. That is what you figure because you have a loading 
out movement ahead of a new crop, and then there is some time lag 
in there before it is actually filled back up again. 

Mr. Poace. If I had 75 percent occupancy I could figure that I 
could make money at a little lower rate than if I had 50 percent 
occupancy. 

Mr. Fevquay. That is right. 

Mr. Poace. So I figure that the Government storage would not cost 
quite as much. You have just been building new storage and it is 
costing you about $1 a bushel for the storage with the loading and 
the facilities. You built that because you needed it to take care of 
both the Government storage and your commercial storage which you 
have to take care of, too. You would not need it if you had no Gov- 
ernment storage. 

Mr. Feuquay. I cannot agree with you. We built that because we 
did not have adequate facilities. That is at a country point. We 
did not have adequate facilities to handle the producers’ grain. We 
did not build it for Government storage occupancy. In fact, we 
have 9 percent, or something of that sort, of our total capacity under 
the loan program now. We cannot sit there and operate that ele- 
vator based entirely on that storage rate. I want to make myself 
clear, I did make the statement, before the present loan program, 
in setting up a budget for our operations we contemplated being 
full for half the year, or you can put it the other way around, if you 
want. That was when the grain trade was merchandising 100 percent 
of whatever grain we took in. It did not flow through our hands into 
a Government agency and then out of that Government agency. 

Mr. Poace. You had to make some profit on merchandising the 
product in order to pay your total operations? 

Mr. Freuquay. That is right. When the support price programs 
come into the picture, down goes our soadhantaier and everything 


ve 


tic 
les 
de 


sta 


3 y 


in t 
) 
hac 








Ve 
ve 


Ve 
we 
ler 
le- 
elf 
m, 
ng 
rou 
ent 
nto 


the 


ms 
ing 





EXTENSION OF PUBLIC LAW 480 467 


comes into storage, so storage costs did have to be adjusted to offset 
other costs and keep us alive and to encourage the trade to provide 
the facilities that were needed for the support program. There had 
to be an upward adjustment in the storage costs. 

Mr. Poace. Mr. Feuquay, there are a whole lot of people who have 
been building storage and there are some still doing it. I hope that 
they will let up on it. 

Mr. Fruquay. We hope to publicize these figures. 

Mr. Poace. There are a lot still building storage. Those people, 
of course, are not merchandising grain. 

Mr. Fevaquay. No. 

Mr. Poace. They will have no return upon their investment except 
what the U.S. Government pays them. 

Mr. Feuquay. That is right. 

Mr. Poace. There are a Tot who do not take in any farmers’ grain, 
are there not ? 

Mr. Fevquay. Yes. They do not perform an agricultural service, 
or a service to the producer. 

Mr. Poace. They do nothing except handle Government grain? 

Mr. Feuquay. That is right. They built that simply as storage. 

Mr. Poace. They felt that they could make a profit when they were 
building it. You think they are going to make a profit? 

Mr. Feuquay. Should I answer that question in my capacity as 
chairman of the National Grain Trade Council? 

Mr. Poace. Your probably know more about it than we. 

Mr. Fruaquay. I believe that we have storage space built in your 
area, and in mine, and considering the volume of storage being built 
and in what used to be the deficiency storage areas—Kansas, Mis- 
souri, Iowa, and Nebraska—I have my doubts that some of these 
being built today will ever have any Government grain in them. I 
realize that is a pretty pessimistic and pretty broad statement. 

Mr. Poaer. Assume that you built one of these storage facilities 
and you get Government grain for 9 months out of the year, or get 
grain to keep your facilities at 75 percent occupancy, will you make 
money ? 

Mr. Fevquay. Yes. 

Mr. Poace. You will? 

Mr. Fevquay. Yes. That is, they will be able to retire their in- 
vestment. 

Mr. Poacr. In what period of time will they write that off? 

Mr. Frevquay. I would have to sort of give you the average situa- 
tion, but I do not think any of them could hope to pay them off in 
less than 10 years—10 to 15 years. Ours are set up on a 30-year 
depreciation schedule. 

Mr. Poace. It has been our understanding, and it is the under- 
standing of 99.75 percent of those who have been building this kind 
of storage right now, that their competitors have paid off in about 
3 years. Do you know of any instances where anybody has paid off 
in 3 years? 

Mr. Fevavay. I do not. 

Mr. Poace. What about 5? 

Mr. Frvuquay. Under the occupancy guarantee program that we 
had a few years ago, yes. I think that some of those plants would 
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come pretty close being paid off in 5 years—a 5-year amortization. 

Mr. Poace. And you do not think it could be done at the present 
time ? 

Mr. Breepine. They do not have that program today. 

Mr. Fevquay. No. 

Mr. Brooxs. Neither the 5-year amortization, nor the guaranteed 
program. Neither one of them. 

r. Poacr. You do not believe anybody could build grain storage 
in the Southwest today and under normal operating conditions pay 
for the storage in 5 years? 

Mr. Feuquay. No. When they ask me that question and I answer 
negatively, they still go home and build more storage. 

r. Prrnie. I would like to go back to that statement about upping 
the storage costs to make up for the merchandising profit. Is that 
the general practice 

Mr. Frevquay. That is a theory that I expressed as a basis for ne- 
gotiating a contract at a time when we faced what did develop as 
the absolute, but we did not have the merchandising of grains we 
had always enjoyed in the past. That was done by the Government. 

Mr. Prrnie. Did you not have storage as such ? 

Mr. Fevquary. Oh, my, yes. The farmer has always stored some 
part of his wheat crop. 

Mr. Pirnie. Why is it such a difficult problem to arrive at the cost 
of storage? 

Mr. Fruquay. If I just took this bin here [indicating] and set 
it aside and said, “All right, I will not operate that elevator except 
to put grain in and out,” I could answer your question very easily. 

Mr. Prrnie. You arrived at it mentally in order to submit the bid. 

Mr. Feuquay. We did not bid for it, no. It is a negotiated contract. 

Mr. Pirnie. We are only quarreling about language. In order to 
submit a figure which you would accept under negotiated payment 
for storage charges you must have had some idea. You know at 
what level you are prepared to negotiate. 

Mr. Fevquay. No, I cannot simplify it to that extent, and I am on 
the negotiating committee. I could not conscientiously sit down here 
and say that I know just what it is going to cost me to store grain. 

Mr. Prrniz. Do you want the committee to understand that you 
would negotiate anything that involves so much in dollars and cents 
without knowing whether it carried a profit or not ? 

Mr. Feuqvay. I buy wheat every day from the producer without 
knowing whether it carries a profit or not. 

Mr. Pirnte. That is because of a certain other factor, but that is 
not anything as static as storage. There may be other things with 
regard to merchandising. Do you mean, as experienced as you gen- 
tlemen are in this business of providing storage and being as well 
acquainted as you are with the cost of construction, with the period 
of amortization and the services that are expected to be performed, 
that you cannot make a reasonable calculation as to what that costs? 

Mr. Fevquay. The first calculation that I have to make, Congress- 
man—and all of us will have to make it in negotiating a new contract— 
is how long is this Government-stored grain going to stay with us. I 
say other factors enter into it, the merchandising risk. 








ts 





EXTENSION OF PUBLIC LAW 480 469 


Mr. Pmnie. You approximate that, you arrive at your negotiated 
figures, so you must have an idea of what isan average period. You 
know. 

Mr. Fevquay. That does not mean that it will stay there. We can 
assume this and it would only be an assumption. We could assume 
that if the grain stays in storage with us for some given period of 
time we would have some profit, or that a percent of our overall profit 
would be attributable to that storage earning. When we negotiate 
the contract it is not a part of the contract that the grain be left with 
us for any specific period of time. 

Mr. Pirniz. From experience it has been over a reasonable length 
of time. 

Mr. Frevquay. Yes, under tremendously -varying conditions. To- 
day, our percentage of occupied capacity is down, way down from 
what it was 2 years ago. 

Mr. Pirnie. I would like to make this point perfectly clear to the 
witness, that there is truth in Mr. Poage’s statement that the storage 
costs have been dramatized to the Nation to the extent that somebody 
is going to have to come up with an answer, and I am sure those of us 
on the committee thought that some facts would develop as a result of 
this hearing. Apparently today we cannot gain any impression as to 
whether there are factors that are going to work in favor of the Gov- 
ernment, whether the amortization schedules have been somewhat ex- 
cessive so now the rate can be reduced, or whether anything can be 
done to save the Government charges on this volume. 

Mr. Fevquay. With the successful operation of the PIK programs, 
in fairness to the warehousemen, the rates might have to be increased 
because these figures show that we are not carrying the grain the 
length of time we formerly carried it in past years. 

Mr. Prenie. You certainly have not had any figures to indicate 
what has been the experience during the past 4 or 5 years when you 
have had a substantial volume. 

Mr. Fevquay. The Terminal Elevator Grain Merchants Associa- 
tion is a member of the National Grain Trade Council. We, at the 
present time, and through that association, are conducting a survey 
to determine operation costs, and to bring those operation costs over 
the entire United States up to some figure that will give us some basis 
for negotiating the next contract, if and when it is asked for. 

Mr. Pirntz. Do you want the committee to feel you did not have 
any basis to act upon when you negotiated these others? 

Mr. Brooks. If I may interrupt, the grain warehousing industry 
is regarded in nearly all the 48 States as a public utility. From State 
to State the statutes vary as to what can, or may be, charged. The 
State of Minnesota, for example, has legislatively established han- 
dling, receiving, loading out, and warehousing charges. You cannot 
exceed this. In every State they have a requirement that you can- 
not discriminate between depositors as to rate, terms, or conditionh. 


Kansas has a very strict warehousing law, for instance. The States 
of Oklahoma and Texas have less stringent warehousing acts. 

You start out with a myriad of statutes, some of them setting forth 
pants rates beyond which you cannot go. All of them require that 
there be no discrimination. 
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The uniform grain storage agreement commencing back, I think, in 
1941 or 1938, was a vehicle that the Federal Government used to pro- 
vide uniform treatment of its grain and uniform rates within areas 
for such grains as were received and held by public warehouses, each 
one operating under a different warehouse law, depending upon which 
State he was in. These agreements have been negotiated from time to 
time, I think in 1948, 1954, and 1955. Each time they have been 
renegotiated the terminal elevator industry has brought up to date 
a survey of costs, using, I believe, 1948 as a base period, showing what 
has happened to the cost of materials, equipment, labor, and other 
things divine: the intervening period from the prior negotiation. 
These are cost figures obtained from members of the industry by an 
independent auditing firm, and it is on the basis of those figures that 
an attempt is made to renegotiate the agreement, looking ahead for 
next year, or 2 years hence. 

The last time it was renegotiated, the storage agreement figures was 
in fact reduced from the prior contract. There has never been an 
increase in the handling charge for either country or terminal ele- 
vators, according to my recollection, since 1946. In other words, the 
cost of bringing grain in, whether it be the farmers’ grain or the 
grain from anyone else, has remained constant, and loading out has 
remained constant. There was an increase in the rate in the sense that 
in 1954 it looked as though there would be a tremendous amount of 
grain carried over, and there was plugged in then, I believe, what was 
referred to as an anniversary charge to compensate warehousemen 
for the loss of a loading-out charge which in ordinary practice they 
would receive within a year or 15 months. This was eliminated. 

In 1956, after renegotiation, as the result of calculations put to- 
gether by the department, they demonstrated in announcing the new 
terms and conditions that on the basis of 12 months’ storage the Gov- 
ernment in fact would be paying less under the agreement now in 
effect than they had been paying under the agreement that was in 
effect prior to 1956. The grain now has to stay in storage, depending 
upon the area and depending upon the commodity, whether it be 
wheat, perhaps a different rate for corn and a different rate for barley, 
in excess of 18 months, or 20 months before a warehouseman can 
today earn what he would have earned before in a period of 12 months 
and 1 day. So the rate has not increased under the uniform grain 
storage agreement. 

Mr. Pirnie. According to your testimony now, at the time that you 
were fixing these rates 

Mr. Brooks. Negotiating these rates. 

Mr. Prrnte. You fixed them asa result of negotiations? 

Mr. Brooks. Yes. 

Mr. Pirnte. You did have costs. 

Mr. Brooks. We did have a cost study. 

Mr. Pirntz. Was not that Mr. Poage’s question ? 

Mr. Brooks. No. It is not a cost study per unit of storage, Mr. 
Pirnie. This is a study indicating costs as of a base date, we will try 





1948, and then bringing those items of cost up to date, to see whether 
they have increased or decreased. There has been an attempt to 
weight them, labor being weighted so much; the material being 
weighted so much, and power being weighted so much, and with the 
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advent of the Food and Drug Administration and the requirements 
for sanitation, a new item entered into the picture where you would 
have to go through the need to a the grain in a different condition. 

The CHatrman. How else could you make your determination 
except on a per unit basis? 

Mr. Brooks. The per unit basis, as Mr. Feuquay tried to explain, 
in the grain industry, is very difficult to come on. The reason is these 
people are grain merchants. Essentially, they are bape and sellers 
of grain. They buy for their own account and they sell for their own 
account. They warehouse grain if by looking ahead they feel that 
they can obtain carrying charges for the grain. If they anticipate a 
demand for 6 months they will contemplate storing this if it be their 
own. If a producer contemplates that he can earn as much as it is 
going to cost him to store by keeping it in storage and selling for a 
nickel or 7 cents at a later date, he will do that. It is not possible to 
allocate in this business certain costs to storage alone as distinct 
from merchandising. 

The CuarrMan. You just said a moment ago that you were build- 
ing storage that cost $1. 

Mr. Brooks. The cost of construction. 

The CuarrMan. $1 a bushel. 

Mr. Brooks. The cost of construction. 

The Cuatrman. That is on a per unit basis. 

Mr. Brooks. He is using this storage facility not only to store pro- 
ducer’s grain, but to store grain owned by others, including the Gov- 
ernment, and using it for storing his own grain that he intends to 


keep. 

The CuarrMan. It does not make any difference whose grain he 
stores. It does not make any difference who owns the grain. He 
builds a warehouse and he figures it out on the basis of $1 a bushel 
to build the storage. I thought that was what Mr. Feuquay was 
driving at. 

Mr. Poace. May I see if anyone can give us an answer? We had 
Mr. Burger before the committee two months ago. We asked Mr. 
Burger what it cost to build storage and to operate storage. He 
said that he did not know, yet he was paying out nearly $1 billion a 
year for storage. He said he did not have any idea. Those were the 
words that he used, that he did not have any idea what it cost per 
unit to provide that storage. He said that that was not his business, 
that we had better ask the grain trade what it cost for they would 
be the only people who would know. Frankly, I think it is his busi- 
ness to know, ut since he denied any knowledge of it, and since 
we have the grain trade here with us today, why, I thought it would 
be appropriate to ask the grain trade what it costs. 

Mr. Feuquay. We can give you cost figures for handling grain but 
we cannot break it down just for storage unless you take away all of 
our operations and force us to be doing nothing but warehousing. 

Mr. Poacr. Mr. Feuquay, we can do all those things, and we ask 
just what it costs and that has not anything in the world to do with 

ow you keep your costs. I am asking you what your actual costs 
are, what you paid money out for, after the U.S. Government put a 
bushel of wheat, or 1 million bushels of wheat in your storage. Then 
just what are the items of cost that occur to you until the Govern- 
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ment takes it out. I am not asking you how much you recoup, Iam 
not asking you what profit you make. I am asking you what it ac- 
tually costs you for that grain to stay in your warehouse. 

Mr. Frevquay. Just storage alone? 

Mr. Poace. That is all that I am talking about. 

Mr. Fevauay. I cannot answer that question. I do not think that 
there is a grain merchant who can. 

Mr. Jounson. What do you have to do to the grain the year that 
you have itinthere? Do you have to rotate it so often? 

Mr. Fevguay. Yes, and refumigate it. 

Mr. Poace. Cannot you tell us what it costs to fumigate and what 
it costs to rotate? 

Mr. Fevquay. Yes, I can give you our operational costs, but I can- 
not say that this 114 cents a bushel was spent on the storage of grain 
and had nothing to do with the grain that I own over in another bin, 

Mr. Poace. You do not do the same thing to both of them? 

Mr. Feuquay. Sure; certainly. 

Mr. Poacer. If you do, then you have to spend it all for storage 
whether you sell anything or not. There are a great many people in 
the storage business that are not in the merchandising side of it. I 
wonder if we could get hold of some one who does not do a merchan- 
dising business so that we could find what it costs to store it. 

Mr. Feuquay. Let me suggest that you get somebody who has been 
in it for 10 or 15 years and not somebody who has been in it for 2 
years, and then have them give it to you on the basis of the com- 
mercial operation. 

Mr. Poace. I wonder if we could find anybody who has been in it 
10 or 15 years who has just been storing it. I can find a lot of people 
down my way who have been storing it for the past 3 or 4 years. 

Mr. Fruquay. That is true, and you cannot depend upon figures 
that salesmen give you on what it costs to store grain because their 
business is selling the building. 

The Cuarman. I cannot see how the Government representatives 
can intelligently make a contract involving the expenditure of huge 
sums of money without someone representing the Government know- 
ing what the reasonable cost of the facility should be. You say that 
you do not know what it costs. Mr. Burger said that he does not 
sao. Everybody seems to agree that the storage charges are too 

nigh. 

Mr. Feuquay. They may not be. 

The Cuatrman, I did not expect you to agree because you are in 
the business. 

Mr. Brooxs. Let the record show that. 

Mr. Jounson. When Mr. Palmby was before the committee this 
morning he said that he thought the grain people were going——— 

Mr. Poacr. He said he thought the cotton people had reduced their 
rate. 

Mr. Fevquay. It was the cotton people that he referred to. 


— RE 


Mr. Smrru. I am sorry that I was not here to hear the testimony. | 


I was down where they are trying to determine whether they are 
going to have inspection on the Great Lakes seaway. : 

I would like to say this at this time—I am sick and tired of the 
Congressmen taking all the heat about this excess charge for the 
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storage of grain. In my personal, frank, and candid opinion, a lot of 
our trouble today is with the warehousemen of this country because 
they are the ones controlling the program. I can take you over to my 
office and show you the newspapers coming in from my district, and 
every one of my county newspapers has an advertisement in it from 
the local elevator saying, “Vote yes on the referendum.” _ 

When you start merchandising and selling your grain out of one 
end of the elevator and storing it in another you are going to com- 
mingle grain sometime. 

Mr. Fruquay. We are entitled to commingle grain. We have the 
right to commingle grain under the USGA. 

Mr. Smiru. That is just what I am talking about. 

Mr. Fevquay. And under the Kansas law; too, we have the right. 

Mr. Smiru. I understand that. But the warehousemen are the 
ones who are the biggest beneficiaries of all of this Government pro- 
gram on wheat. That is my personal opinion. Some time I would 
like to air this matter thoroughly because I am convinced one of our 
big problems is the warehouseman. 

The Carman. Do you want to ask him anything about the mixing 
of wheat ? 

Mr. Smirn. He just admitted that they had wheat in one end of the 
elevator and send it out the other. 

Mr. Brooks. The law of the State of Kansas permits that. And the 
uniform grain storage permits it. The agreement permits it. 

Mr. Smiru. The Government is the one that gets the wheat that is 
of low grade because that is where you make your money, in your 
elevators. 

Mr. Fevquay. No, it isnot. I have to disagree with that statement. 

Mr. Suirn. Mr. Brooks, you are familiar with the Chicago Board 
of Trade ? 

Mr. Brooks. I used to be more familiar than Tam now. Go ahead. 

Mr. SmitH. What about the number of bushels of wheat that are 
going into Chicago at the present time? Are they up or down? 

Mr. Brooks. I have no idea. 

Mr. Smirn. Well, as a matter of fact, Chicago is becoming a rather 
second-rate grain city and is not that the reason why the board of 
trade out there wants to keep all of that Government stored wheat out 
there, so they can get these terrific charges? They are not selling it. 
It is piled up out there. 

Mr. Brooks. I do not know that it is piled up. 

Mr. Fevquay. You have a lot more piled up in Salina, Kans., than 
you have in Chicago. 

Mr. Smiru. That is range wheat we have out there. 

Mr. Brooks. Chicago is a market for wheat. 

Mr. Fevquay. You know that the warehousemen did not write this 
support price law. 

Mr. Smirn. But you are supporting it. You are the biggest lobby- 
ists in the United States. 

Mr. Brooks. Mr. Smith, as far as I am concerned and my organiza- 
tion, we are not engaging in any lobbying activities to my knowledge. 
The Cuarrman. All right. 

Mr. Stubblefield wanted to ask a question. 
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Mr. SruspsLEFIeLD. You mentioned the fact that elevators in Minne- 
sota were a public utility. How does their storage charge compare 
with charges for Government surplus ? 

Mr. FEv@u Ay. They are the same, I believe, Congressman. 

Mr. Brooxs. Minnesota rates are slightly higher. 

Mr. Smiru. I want to be fair to Mr. Brooks. I think the basic 
reason why Chicago is piling up its grain and not getting rid of it is 
because of the discriminatory freight tates. 

Mr. Brooks. That is alleged to be one of the causes why some of this 
does not move in certain dire ections. 

The Cuarrman. Thank you, gentlemen, very much. 

I will now call on Mr. Carl C. F arrington and then I will call on 
Mr. R. F. Patterson. 

Mr. Farrington, will you come forward, please ? 

We are gl: 1d to have you. You may go ahead with your statement, 
Mr. Farrington. 
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STATEMENT OF CARL C. FARRINGTON, VICE PRESIDENT AND MAN- 
AGER, GRAIN DIVISION, ARCHER-DANIELS-MIDLAND CO. 


Mr. Farrineton. Thank you, Mr. Chairman and members of the 
committee for this opportunity to appear before you. 

My name is Carl C. Farrington. I am a vice president and man- 
ager of the grain division of Archer-Daniels- Midland Co. with head- 
quarters in “Minneapolis, Minn. I am appearing here today as the 
chairman and spokesman for the Grain Marketing Committee, a nine- 
member group which has served in recent years as a rec ognized con- 
sulting body representing the U.S. commercial grain trade to the De- 
partment of Agriculture and Commodity C redit Corporation. The 
members of this committee were selected by the following organiza- 
tions: The National Grain Trade Council, the Grain & Feed Dealers 
National Association, the National Federation of Grain Cooperatives, 
the National Federation of Cash Grain Commission Merchants Asso- 
ciations, the Minneapolis Grain Exchange, the Chicago Board of 
Trade, the Kansas City Board of Trade, the North American Grain 
Export Association and the Terminal Elevator Grain Merchants’ 
Association. These organizations and their member organizations 
and markets represent all segments of grain marketing, storage, han- 
dling and distribution. 

We intend, in our expressions before this committee, to describe 
briefly the functions of the commercial grain trade, to sketch the 
mechanics under which U.S. grain is now exported, and to analyze the 
use of barter in internation: al grain trading, both as it has been used 
in the past and as its use is contemplated _ in H.R. 7983, H.R. 5139, 
H.R. 6410 and H.R. 6552, under consideration by this committee. 

As spokesman for a major U.S. industry engaged in purchasing, 
handling, processing, and merchandising of grains, our first interest 
necessarily is with the commercial impact of U.S. trade programs 

rather than with their significance as political tools. Our greatest 
knowledge is of the procurement of grain in the countryside, its move- 
ment to terminal collection points, its conditioning and storage while 
awaiting consumer demand, its value as established by trading in cash 
and futures markets, its dependenc e on skilled grain merchants and 
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experienced transportation experts for low-cost and efficient move- 
ment, and finally its sale by the grain trade to one or another of thou- 
sands of domestic or foreign consumers or processors. 

Our industry must, for purely competitive reasons, maintain the 
closest possible contact with the American farmer, keeping abreast of 
changing trends in production, levels of farm income, movements to 
diversify or specialize, swings from production of one crop to another, 
availability and acceptance of improved seeds, fertilizers, machinery, 
and so forth. 

In the same way and for the same reasons the grain trade is knowl- 
edgeable of the requirements of domestic consumers and the markets 
and market potentials in foreign countries. Thus we feel we are well 
equipped to speak of the significance of any ‘particular legislation to 
any part of the total grain economy. 

The ideal international trading situation is, in our opinion, one of 
completely free interchange in which the sellers sell and the buyers 
buy independently in large volume, and each according to his need, 
It is also a situation in which there is no participation or interfer- 
ence whatever by Government. We recognize, however, that under 
our present crop support program this is impossible in the trading of 
grains for most domestic grain prices are supported well above prices 
in world markets. When prices here at home fall below Government 
loan levels, grain is not, for the most part, sold in the free market 
but instead is defaulted to the Government. If any particular grain, 
the price of which is held above world levels by Government price 
supports, is to be exported, it must be offered at a reduced price com- 
petitive with similar grain from other countries, and our Govern- 
ment must absorb the difference. Thus, all rules of free trade to the 
contrary, our Government must involve itself at least to the extent 
of paying export subsidies, or taking an equivalent loss on its books, 
if so much as a single bushel is to leave our shores. This role can 
be dominating and destructive, and has often been so. Or, if under- 
taken with wisdom and discretion—as for the most part it has been 
by Commodity Credit Corporation in the past few years—it can 
minimize damage to the economy and can allow grain trading to 
approximate, at least, the free and competive ideal. 

cham a effecting exporting of farm commodities should recog- 
nize that Government merchandising or other disposal of grain is 
necessarily in competition with private grain merchandising efforts 
which is debilitating to the private economy, and should be at least 
minimized and at best eliminated. If the dual aims of export pro- 
grams are to export large amounts of grain and to stimulate our own 
and the overseas economies involved, these aims can best be accom- 
plished within the established, self-regulating channels of normal 
commerce. 

This consideration, we are sorry to say, was almost wholly unrecog- 
nized by U.S. grain export planners prior to 1956. The goal, up to 
that time, was neither to constructively increase grain exports nor to 
broaden and extend patterns of normal training, but instead was 

redicated on the disposal of Government surplus stocks by channel- 
ing them at almost any cost into export. The advantage of this ap- 
proach is that it is simple, easy to understand, and amazingly enough, 
politically palatible. Then as now, if Government ownership and 
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storage of grain surpluses is burdensome and costly to the taxpayers— 
and certainly it is—let the Government sell it, swap it, or give it 
away, and there’s an end to it. Export totals can then be shown as 
proof-positive that something is being done. No need to mention 
that this “something” is grossly distorting to free marketing ma- 
chinery here at home and in numerous cases has served to estrange 
the Government and citizens of grain exporting abroad. 

Nevertheless, prior to 1956, it was the case that export demand, 
whether great or small exerted absolutely no stimulation on free 

ain markets within the United States and not only failed to result 
in higher income for farmers, but actively tended to depress grain 
prices. Farmers faced a situation in which every bushel of grain 
exported from Government stocks, no matter how well it looked as a 
statistic, was a bushel that would not be exported from current farm 
production. Thus free market prices remained below the loan, and 
for every bushel exported at least 1 bushel, and probably more than 1, 
was forthwith defaulted to the Government and added to the grain 
stockpile. 

At the same time, in order to control and direct all phases of ex- 
port activity, Government administrators deemed it necessary to by- 
pass almost completely the marketing machinery of the commercial 
grain trade. The cost-saving efficiencies of competitive handling and 
transportation were lost. The cash and futures markets at grain ex- 
changes at Chicago, Minneapolis, Kansas City and elsewhere were not 
utilized. The merchandising experts of the trade, familiar as they 
were with oversea markets and availability of low-cost interior trans- 
portation, were either transferred to other jobs or turned out of the 
industry altogether. Grain firms, instead of accomplishing the entire 
movement from countryside to foreign consumer were permitted only 
to purchase grain from Government stocks at senna and, after no 
more than a slight flurry of paper-shuffling, to ship it to the foreign 
buyer, The necessary subsidy was not paid directly to anyone, but 
was absorbed by the Government in the low price set for sale to 
exporters. In one area alone, that of interior transportation, the 
unnecessary cost to the U.S. taxpayer was enormous. 

This picture of grain export, we repeat, is not a picture of things 
as they are today. It is now understood by most knowledgeable per- 
sons in Government that the effect of exporting exclusively from 
Government stocks is more harmful than beneficial. It is also under- 
stood, at least in those circles familiar with business operation, that 
there is no surer way of perpetuating forever a costly farm program 
than to allow Government to take over piecemeal the various func- 
tions of grain handling—among them the export function—and to 
allow the appropriate private machinery to grow rusty and useless. 

At present, though very appreciable quantities of grain are still 
being exported from Government stockpiles, by far the largest part 
is drawn from the free market. The change, which we have men- 
tioned as beginning in the fall of 1956, was introduced by CCC’s 
subsidy-in-kind program for wheat, officially known as GR-345. 
This program was urgently requested by the commercial grain trade. 
When finally formulated by CCC it was unanimously acclaimed a 
major step toward returning wheat export to traditional channels. 

Under the wheat export program grain firms, to satisfy orders from 
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foreign buyers, are once again able to go to the countryside, bid 
against each other for free market stocks, pay considerably more 
healthy price, move their purchases in the most economical and ex- 
peditious way to an exporting coast and load on vessels. Only at this 
point in the marketing chain does Government come into the picture, 
to reimburse the exporter for the difference between the domestic 
price at which he buys his supplies and the world price at which he 
must sell them. Under the old system, as we have noted, the subsid 
was “built-in” at the outset. Under the new, the Government han 
over to the exporter certificates called “scrip,” equal in value to the 
price difference and redeemable only in grain from Government 
stocks. Thus total exports of wheat, which on an average is supported 
to one-fourth more than the world price, are drawn roughly to three- 
fourths from the free market and to one-fourth as subsidy, from sur- 
plus stockpiles. This is a long way from a perfect situation, but cer- 
tainly it is an enormous improvement. 

Roughly a year ago the subsidy in kind technique was embodied in 
a similar, but considerably simpler, subsidy in kind program for the 
coarse grains, namely, corn, oats barley, rye, and grain sorghums. 
The mechanics of the new program, especially in the awarding of 
subsidies, are much less time and effort consuming than those still in 
effect for wheat. Also improved is the relative impact of the pro- 
gram on the free market, for on an average the coarse grains are sup- 
ported at levels less out of line with world markets. Thus the propor- 
tion drawn directly from the farm is greater, and the part taken from 
Government stocks is less, than under the wheat plan. 

The enormous importance of these two subsidy-in-kind programs is 
brought home when one examines export totals achieved before and 
after the programs were adopted. In the crop years of 1953-54 and 
1954-55—both years preceding the wheat programs—we exported 
respectively 183.6 and 227.2 millions of bushels of wheat. In the 
1955-56 crop year, with the new subsidy program operating only dur- 
ing the last 4 months, exports shot upward to 295.3 million bushels. 
In the three subsequent crop years we have never failed to exceed 
presubsidy totals, but have exported respectively 474.9, 328 and 361 
millions of bushels of wheat. Exports of coarse grains, in the 5 crop 
years preceding their subsidy-in-kind program, were as low as 129.2 
million bushels in 1953-54 and were never higher than 339.4 million 
bushels in 1957-58. But in 1958-59, with the new program in effect, 
coarse grain exports jumped to an amazing 454:5 million bushels. 
It is worth noting that since 1956, when the successes of the subsidy- 
in-kind approach first became apparent, CCC has wisely seen fit to 
decrease with each passing year the role played in export by barter. 
Tn 1956 some 203 million bushels of all grains were disposed of by the 
barter route. The following year saw only 186.2 million bushels 
bartered and this total was cut even further in fiscal 1958-59 to 28.6 
million bushels. These figures suggest that the less the barter, the 
higher the export record. 

Through present subsidy programs for wheat and coarse grains 
have increased their flow into world commerce and have brought us 
closer to a free market approximation than for many years, there 
still remains a considerable amount of export that bypasses commer- 
cial channels almost entirely and it not felt at all in farm prices. 
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In simplest form, it is fair to say that whatever exports are paid 
for with free dollars, dollars loaned to foreign governments or 
local currencies guaranteed under title I of Public Law 480 or by the 
International Cooperation Administration, those exports move 
through one or the other of the subsidy- -in-kind programs. In con- 
trast, grain received as subsidy, grain bartered for strategic materials, 
grain given as emergency grants to foreign countries or as donations 
to U.S. or UN relief agencies, grain shipped abroad under the CCC 
credit program, all those exports continue to come entirely from Gov- 
ernment stocks, thus failing to improve the free market and continuing 
to bypass the commercial trade. 

In this category, barter is, in our opinion, generally the least de- 
sirable and the most danagerous. To be sure, it is possessed of the 
political advantages mentioned earlier. Taxpay ers are told we have 
grain we want to get rid of and other nations have metals and other 
materials ostensibly needed to supply our strategic stockpiles. It 
then seems reasonable that a simple “swap’ > will serve both needs, 
leave everyone happy and cause all things to work out. In fact, how- 
ever, it “all works out” about as disadvantageously to domestic and 
world economies as can be imagined. 

We have described how grain used in barter, like any grain ex- 
ported solely from Government. stocks, bypasses both the workings 
of the commercial trade and the mar ketplace of the farmer. Export- 
ing firms do play the major role—and it is a difficult role indeed—in 
locating and setting up workable barter contracts. But their physi- 
cal participation, which properly should extend all the way from the 
countryside to the ultimate consumer, is limited in the case of barter 
to simply loading the ships at dockside. Many firms consider this 
ae more painful than rewarding and participate in barter 
only because they feel they must. Their justification is simply that 
their business is to export grain, and they could not survive for long 
if they refused exporting opportunities, however distasteful they may 
be. But barter opportunities are nonetheless frustrating and destruc- 
tive to every participant. 

Mr. Jounson. It would seem to me your statement is because there 
is no profit in the bartering arrangement; that is why you don’t like it. 
You admit it right there. You do not get all these overcharges where 
you sell it under title I. 

How much do you get out of a bushel of grain that is bartered ? 

Mr. Farrtncron. I am sure that would vary with every transaction, 
Mr. Congressman. 

Mr. JoHnson. What would be the most you would get out of a 
bushel of grain that is bartered 7 

Mr. Farrineton. I couldn’t say. We are not engaged directly in 
the handling of barter transactions in my own company. We have 
had some knowledge of it and we certainly see the effects in the mar- 
ketplace when some of these barter deals go through, but we have not 
handled any barter deals directly ourselves. 

The Cuarman. How do you justify this statement that Govern- 
ment adminstrators deem it necessary to bypass almost completely the 
marketing machinery of the commercial grain trade? 

That is on page 4 of your statement and page 8, and you reiterate 
that by saying that you have described how grains are used in barter, 
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how grain exported solely from Government stocks bypasses the mar- 
keting place of the farmer. 

That cannot be true because the law requires these transactions to go 
through normal trade channels. 

Mr. Farrineton. But it also requires that the grain used for barter 
come from Government stocks. The Government turns over that 
stock at the seaboard. 

The CuHarrman. But the Government releases the stock, as I under- 
stand it, to the businessman who has promoted the transaction. 

Mr. FarrinctTon. But at the seaboard. 

The Cuarrman. What do you mean at the seaboard ? 

Mr. Farrtneton. At the point of export. 

The Cuarrman. What difference does it niake? The man picks it 
up and sells it. 

Mr. Farrrneron. We have not had the opportunity of handling the 
entire transaction from the countryside. 

The Cuatrman. Who takes it out of the warehouse ? 

Mr. Farrincron. The Government orders it out. 

The Cuarrman. Don’t you load it out? 

Mr. Farrrneton. Yes, sir. 

The CHarrmMan. You are paid for that, are you not? 

Mr. Farrineron. Yes, sir. 

The Cuarrman. You are paid when you receive it and you are paid 
for storage on it. 

Mr. Farrtneron. Yes, sir; that is right. 

The CHarrMan. Are you complaining because you do not get some- 
thing else out of it? 

What else do you want to get out of it? If the Government pays 
you to put the grain in, take it out and keep it, what else would you 
expect out of it ¢ 

Mr. Farrineton. The effect of the subsidy-in-kind programs is that 
the grain stays in private trade channels at all stages and we take the 
risks all the way through. We move it by the most economical means. 

The Cuarrman. You are paid for every risk you assume. 

Mr. Farrtnetron. No, sir. We are not paid for risk. We some- 
times win, we sometimes lose. 

The Cuarrman. What do you mean win and lose ? 

Mr. Farrineron. Where we are handling grain for our own ac- 
count. 

The CHarrman. I am not talking about handling grain for your 
own account. I am talking about handling Government grain. They 
pay you to receive it, to take it out, and to keep it. What else would 
a business man expect ? 

Mr. Farrrneron. We are talking of two different systems. One is 
where the Government moves it and there, yes, they pay for it. 

The Cramman. The Government does not physically move the 
grain. 

Mr. Farrrneron. They order it out. They direct it. 

The CuarrmMan. Businessmen handle it. 

Mr. Farrtneron. Yes. 

The Cuarrman. You make the statement in a public hearing. I 
will have to inquire from the administrators as to whether or not they 
have bypassed commercial trade. I haven’t heard of a single instance. 
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Mr. Farrineton. They bypass the workings of the marketing ma- 
chinery. They haven’t physically bypassed the trade. 

The Cuarrman. They what? 

Mr. Farrineton. They haven’t necessarily physically bypassed the 
normal channel of trade. 

The Cuarrman. How have they bypassed it? 

Mr. Farrrneton. They bypass the workings of the marketplace. 
They have taken the full risk and full responsibility for moving that 
grain to an export position and at that point turned it back to the 
trade. 

The Cuarrman. What is wrong with that? 

Mr. Farrineton. It is much more economical and much more satis- 
factory throughout, if the trade has the entire operation for its own 
account. 

The Cuatrman. What your statement amounts to is an indictment 
of the administrators of the program ¢ 

Mr. Farrineton. No, sir. 

The Cuarrman. What is it? 

Mr. Farrineron. Our plea is to continue the handling of as much 
as possible of the grain exporting business in the channels of trade and 
by the private enterprise system. 

The CuyarrmMan. Our laws direct the administrators to do that. I 
thought the administrators were doing that. You tell us they are not. 

Mr. Farrinctron. When the Government takes possession of grain 
at a country elevator, directs it to a terminal elevator, stores it there 
for a while, then orders it out and moves it to an export position, that 
is vastly different from the trade carrying on all of those operations 
for its own account. 

I might say it is much more expensive to have the Government do 
that. 

The CHarman. You say the administrators are doing it in the 
most expensive way. That is an indictment. 

Mr. Farrincton. We want them to have an opportunity to keep it 
in private trade channels. 

The Cuamman. You want the administrators to have an oppor- 
tunity when the law directs them to put it in private trade? 

Mr. Farrineton. Not on the title II and title III operations, sir. 

The Cuarman. I did not know the Government went into the 
transport business or anything of that kind. I thought the Govern- 
ment executed agreements, and consummated transactions through 
businessmen. 

Mr. Farrrneton. They direct where it shall be sent and pay the 
transportation. 

The Cuarrman. Certainly. They have a right to approve the bar- 
ter transactions. How else could you operate if you did not have 
somebody representing the Government’s interests? You do not want 
to barter anything out of your warehouse and have your warehouse 
empty. That is natural business instinct. 

Mr. Farrrncton. That isn’t the point. 

The Cuamrman. What is the point then, you are not making as 
much out of the Government-owned wheat as you would out of 
privately owned wheat? That is what you are saying. 

Mr. Farrtncton. Sometimes we make less, sometimes we make 
more. At least we have the risk of making more or less. 
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The CuatrMan. You said a moment ago that the Government as- 
sumed all the risk of transporting and putting it to portside for over- 
sea shipment. 

Mr. Farrineton. They do on the barter grain and title IT grain. 

The Cuatrman. You have no responsibility then. If the Govern- 
ment assumes full responsibility, certainly that does not leave you 
with responsibility. 

Mr. Farrineron. Well, except while it is in our care, while we are 
storing it. 

The Cuatrman. You have been paid for it and paid well for ‘it. 

Mr. Farrineton. That is right. 

The Cuatrman. You are not striking for higher rates, are you? 

Mr. Farrtneron. We are striking for handling more of it through 
the private trade. 

The Cuarmman. I will call an administrator back and see who is 
handling it. I thought it was all handled by private individuals. 

Allright. Go ahead with your statement. 

Mr. Farrineron. In the first place, CCC, which has acquired con- 
siderable knowledge of grain in the past 30 years, finds itself in the 
market for ferrochrome, manganese, diamonds, and other com- 
modities far outside of its experience. Foreign merchants of these 
materials, who would much prefer to sell for cash and be done with 
it, in many cases boost their prices to exorbitant levels. At the same 
time the overseas recipient of the grain, recognizing that this country 
is desirous of completing the transaction, refuses to make his pur- 
chase at the world market price but inists on—and receives—a 
liberal discount from the U.S. exporter. Our own grain companies, 
who, if anything, know less about strategic materials than does CCC, 
find themselves trying to organize one-way, two-way, and sometimes 
even four- and five-way barters that ultimately will enable them to 
export a few cargoes of grain. They are able to do the business, 
offering the grain at considerable discount, only because of the over- 
price our Government has paid for the strategic material. Often- 
times this overprice may be hard to detect, but when we recall that 
many materials in international trade are monopolistically sold and 
priced, and when we understand that any sale made to the U.S. 
strategic stockpile is a sale over and above all normal expectations, 
we will discern that even a bargain price may contain a very large 
and very flexible margin of profit. 

The CHatrman. Let me interrupt you there again. That looks 
like it is another indictment of the Administrator. 

You say they are able to do this, move the grain at a considerable 
discount, only because of the overprice our Government has paid for 
these strategic materials. 

That is an indictment of those who are buying the materials. You 
cannot attribute that to the Members of Congress or to the legislation. 

They are bypassing private trade channels, buying materials at an 
overprice to the Government and selling the grain at considerable 
discount. 

Mr. Jounson. Mr. Chairman, as I understod Mr. Palmby’s state- 
ment this morning, I thought he stated before they took strategic 
materials they contacted the Department and had them check on the 
prices to see whether they were paying exorbitant prices. 
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Did you hear that testimony this morning? 

Mr. Hemeurcer. Mr. Chairman. 

The Cuarrman. Mr. Counsel. 

Mr. Hermpvurcer. I think if Mr. Farrington has any evidence of 
actual overpricing of these materials which were bought under the 
barter program this evidence should be brought to the attention of 
the committee, because very careful machinery has been set up by 
the Government to see that they do not pay too large a price for 
these materials which come in. 

It is my understanding that the price at which the strategic and 
other materials taken in a barter program are paid for with surplus 
commodities is a price which is set by, or at least approved by, the 
experts in the General Services Administration, who are the best 
experts in our Government in this field. 

Do you have any actual evidence of overpricing of these materials 
being received, Mr. Farrington ? 

Mr. FarrtncTron. I am sure the men in Commodity Credit and the 
other agencies are doing the best that they can. I do know that the 
barter funds are generally available at a discount, or that the barter 
commodities, grains, are generally available in the grain trade at a 
discount. 

Sometimes it is 3 percent, sometimes it is 5 percent. I have heard 
of cases as high as 17 or even 20 percent. 

There is some slack there. 

Mr. Hermpurcer. Hasn’t all that occurred, Mr. Farrington—and 
it should be very understandable to you, understanding the grain 
trade—since the restriction on where the surplus commodities can be 
sold have been put in effect by the Department of Agriculture? 

We had hearings on the barter program ever since it was estab- 
lished and uniformly the testimony has been that prior to the time 
that the Department of Agriculture restricted the countries into which 
bartered commodities could move that the discounts which were paid 
for handling grain, or other commodities, were the simple normal 
trade commissions of 1 to 2 percent. 

This has been testified to by every witness who has been asked a 
question before this committee, including Mr. Berger, Mr. McLain, 
and the Director of the Barter Division. None of them told the com- 
mittee they had heard of discounts or commissions larger than that 
before the restrictions were placed on the program. Naturally when 
an exporter has a limited market into which he must sell a commodity 
within a given length of time, he is going to ask a higher commission in 
order to move that commodity, is he not ? 

Mr. Farrineron. But he knows what those restrictions are at the 
time he makes the deal. 

Mr. Hermmpurcer. Of course, and he asks for a commission that may 
run as high as 10 or 15 percent because he knows that it may be very 
difficult to move 2 million bushels of wheat into the United King- 
dom in competition with all other wheat within 60 days and to assume 
that risk he wants and gets a high commission, but all that has 
occurred since the restrictions were put into effect and because of 
those restrictions. 

There was no such commissions as that paid during the barter 
program as it existed prior to May 1957. 
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That is all, Mr. Chairman. 

The CuarrMan. Before you proceed with the statement, I just want 
to say again that this is the first real indictment of the administrators 
that I have heard, and even though you indict them in your document, 
you still say off the record that you think they are dong a good job 
as administrators. Either they are doing a good job or they are not. 
If you are going to make the charge that they are bypassing all trade 
channels and proper businessmen and paying too mueh for materials 
they acquire, it seems you ought to be able to give us some evidence 
or withdraw it, one. 

Mr. Smirn. Mr. Chairman, it seems what the gentleman is saying is 
that he is talking about that this is a natural result of a guided 
economy rather than a free enterprise economy. 

Mr. Farrincton. That is the large part of it, yes. 

The CuarrMAn. Now you make another statement that: 

Oftentimes this overprice may be hard to detect, but when we recall that many 
materials in international trade are monopolistically sold and priced, and when 
we understand that any sale made to the U.S. strategic stockpile is a sale over 
and above all normal expectations, we will discern that even a bargain price 
may contain a very large and very flexible margin of profit. 

You just guessed without asking the GAO if they had any way 
to determine the profits that were being made on the embargo transac- 
tions. The mantold meno. I asked Mr. Palmby this morning, if he 
had any way of determining the profits and he said “No.” You con- 
tent yourself by making an indictment. If anybody anywhere knows 
anything that 1s rotten or evil or unholy about these transactions that 
is exactly what our committee wants to hear. I do not think it is fair 
to the administrators to indict them without some proof. 

That isall. You may go ahead with your statement. 

Mr. Farrincton. We would not pretend to evaluate the importance 
of America’s strategic stockpile, or to pass judgment on claims that 
we have infinitely more strategic materials than we need. It is the 
case, however, that under barter arrangements we lump together and 
treat as one, two entirely separate commercial needs. Thus, when 
pressure is great to dispose by barter of surplus farm commodities, 
pressure is: also great to acquire strategic materials with very little 
regard for real need. 

‘he CuHatrmMan. There is another indictment of the Department. 
The President of the United States establishes the need and publishes 
a strategic materials list. Yet you stand here with very little regard 
for the commodities being acquired. 

That isall. Goahead. 

Mr. Farrtneron. Some economists estimate that our present stock- 
pile of minerals and other strategic and critical materials—a stockpile 
valued at some $8.2 billion—is now at least twice as large as it properly 
should be. We have been led to understand that we have enough 
tungsten, for example, to last for 26 years even at the full consumption 
level that would be required by all-out war. If this is so, we have 
done no more than exchange one costly surplus for another. 

Mr. Hermpurcer. Mr. Chairman. 

The CHarrmMan. Mr. Counsel. 

Mr. Hermepvrcer. You cite tungsten here. How much tungsten has 
been acquired under the barter program 4 
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Mr. Farrineton. I do not know. 

Mr. Hermurcer. It is my understanding none has been. May I 
ask Mr. Rawlings, who is in the room at the present time. Mr. Raw- 
lings, has tungsten been acquired under the barter program? 

Mr. Rawirnes. No, sir; we have not. 

Mr. Hermpurcer. No tungsten at all ? 

Mr. Rawiines. No, sir. 

Mr. Hermpurcer. Thank you. 

The Cuarman. Goahead with your statement. 

Mr, Farrtneton. The reasonable approach, we believe, is clearly 
to separate strategic materials from the problem of U.S. grain dis- 
posal, and to consider each matter on its own merits. Thus if our 
Government decides it has particular strategic needs, let it buy out- 
right whatever is necessary and charge the cost to the appropriate 
budget. In the same way, if Congress and the public decide that in- 
creased support of grain exports is desirable, let programs be devised 
that will be beneficial to the farmer’s market and will enable exports 
to move by the most economical means from farm to foreign con- 
sumer through commercial channels. Government grain stockpiles 
would be reduced in part by direct removal through subsidies and 
in larger part by reduction of annual takeover from farmers. 

It must be thoroughly understood that export of any particular 
uantity of grain from the free market results in reduction of the 
rovernment grain stockpile just as surely as if export came from the 
stockpile itself. For U.S. grain production must be considered as a 
whole, with only two avenues available to it. 

It must either be consumed, domestically or by export, or it must 
be taken over by the Government. If exports are from Government 
stocks, greater amounts of grain must be acquired from farmers. If 
exports are from the free market, total acquisitions by Government 
are less. 

Examination of wheat production, exports, and Government acqui- 
sitions for the past 6 crop years supports this conclusion. In the 2 
years prior to 1956, when all exports were required to come from 
Government stocks, CCC was forced to take over 37 percent of total 
wheat production in 1953-54 and 46 percent of production in 1954-55. 

In the 1955-56 crop year, with the subsidy in kind program enabling 
exports to come from the free markets, CCC acquisitions fell to 28 
percent. In 1956-57 they amounted to only 15 percent. 

Mr. Jounson. Does that mean we only overproduced 15 percent in 
that year? 

Mr. Farrinetron. It doesn’t mean that, sir. 

Mr. Jounson. We must have got rid of all the wheat produced but 
15 percent in that particular crop year. 

Mr. Farrtnaton. No. That does not follow. That merely means 
that less of it had to go into and then come out of Government hands. 

Mr. Jounson. Fifteen percent went in in 1956 and 1957? Is that 
what you mean ? 

Mr. Farrtneton. That was finally acquired or taken over by the 
Government. 

Mr. Jounson. The rest is either in private storage or sold ? 
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Mr. Farrtneron. Transferred and at the same time some was taken 
out of Government stocks during that year so it would be something 
less than the 15 percent that was actually added to the stockpile. 

In 1957-58 they were 16 percent. ake even last year, when wheat 

roduction rose to a record high of more than 1.4 billion bushels, 
CCC takeovers were held to only 31 percent of the total. 

Feed grains, despite their shard history under a subsidy in kind 

rogram, appear to be showing a similar pattern. The 5 crop years 

om 1953-54 through 1957-58 have shown a steady increase in total 
feed grain production from a 4.7 billion bushels to more than 5.7 bil- 
lion. At the same time, CCC’s acquisitions have increased from 427 
million bushels in 1953-54 to a whopping 868 million bushels in 1957- 
58. Feed grain production for the most recent crop year, the 1958-59 
year, set an alltime record of 6.4 billion bushels. But, despite this 
total, acquisitions for the first 11 months of the year, the most recent 
figures available, show a takeover of only 551 million bushels. This 
improved condition can only be attributed to the vigor of the farmers’ 
free market and to the supplying of export needs from that market. 
Today, with Government loan Lbvels ower and less attractive to 
farmers than ever before, it is imperative that the free market be 
given every encouragement if the income of farmers—for whom the 
entire farm program has been devised—is to remain adequate. 

The importance of these programs in improving farm prices and 
reducing the takeover of grain by CCC is shown by the following 
statements from the “Reed: Situation” reports published by the De- 
partment of Agriculture. In January 1959 this statement appeared : 

Some of the strength in prices of feed grains, especially for barley and 


sorghum grain, has resulted from the large exports of grain from commercial 
channels under the payment-in-kind program. 


In May 1959 this statement appeared : 


Reductions in quantities of barley and sorghum grain going under price sup- 
port in spite of larger 1958 production appear to be partly the result of increased 
domestic use and export. But it also reflects the influence of the payment-in- 
kind export program. 

If we have made clear the benefits of export from the free market 
rather than from Government stock—namely, stronger grain prices 
to farmers and less grain takeover by CCC—then we have also dis- 
pelled any thought that our position on barter may be dictated by our 
concern for continued storage of Government grain in our elevators. 
We do store surplus grain, and in very great quantity. But to the 
extent that it is loaded out of our elevators and exported for barter in 
lieu of a free market export, to that same extent new Government 
grain is received and placed in storage. We lose nothing whatever 
on the storage side of the ledger. Our loss, and the Government’s 
loss and the farmer’s loss is on the merchandising side alone. For we 
are convinced that more is accomplished. by export from the free 
market than is done under the barter system, and with far less distress 
to the grain economy. 

We say more is accomplished. Yet some will tell you no, that barter 
results in greater total exports than could take place otherwise. They 
admit that in years past this might not have been so, for countless 
examples show that bartered grain has invaded cash markets serv- 
iced by ourselves and friendly grain-producing nations. But, they 
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will say, Government today requires “proof of additionality.” That 
is, proof that the barter of grain will be “in addition to”-dollar sales 
rather than “instead of,” before it grants contract approval. 

But the additionality of barter, in our opinion, cannot be proved. 
It cannot be proved because it does not exist. Assume, for example, 
that West Germany has ferrochrome admissable to our strategic stock- 
pile and that a barter is arranged to exchange U.S. soybeans. The 
question of additionality is answered by a statement by the German 
importer that he will accept an offer of soybeans from Manchuria 
if the barter is not approved. We have no real proof that such an 
offer has been made, but we accept his statement as sufficient, never- 
theless, and the barter contract 1s undertaken.. But,. assuming that 
the Manchurian beans were actually offered, what then becomes of 
them? They do not disappear. They are not magically removed 
from the scene. Instead, they will be offered to Holland, or Belgium, 
or Norway, or some other customer of the free world, and they will 
be offered at a price sufficiently attractive. to be sold, in competition 
with sales by ourselves. 

In exactly the same way barley is bartered to England in exchange 
for refined Bolivian tin, or diamonds are received from Belgium in 
exchange for bartered corn. Other grains and other materials are 
involved in barters with Norway, Sweden, South Africa, and others, 
In each case additionality is said to be proved. But in each ease the 
recipient of the grain is a dollar customer of the United States that 
would have purchased the grain in the world market if the barter had 
not taken place. And in each case the foreign producer that would 
have made the sale, be it a friendly country or a country behind the 
Iron Curtain, will remain in the market with its corn, barley, or 
whatever, and eventually will dispose of it. Where is the so-called 
additionality ? 

This does not mean that the United States is not now shipping grain 
in excess of normal exports by ourselves and other members of the 
free world. On the contrary, both title I of Public Law 480 and the 
International Cooperation Administration require that exports to be 
financed by our Government be exports that will not replace dollar 
sales or disrupt usual grain marketings. In consequence, Public Law 
480 and ICA agreements are not made with dollar customers, but 
instead they go to India, Pakistan, Greece, Turkey, Spain, Yugo- 
slavia, and other nations unable to make dollar purchases without 
our assistance. With these countries, and even with some very few 
countries involved in barter, additionality would seem to be a fact. 
But in the great majority of barter transactions, arranged as they 
are with countries who are traditional dollar buyers, who produce 
valuable materials for the world market and who are denied access 
to our Public Law 480 and ICA financing, the proof of additionality 
is patently impossible. 

If the additionality of barter exports could be proved; that is, if 
grain exported under barter were truly in addition to our regular 
exports, to that extent we would have no objection. If, for example, 
a recent barter with Ghana is actually an additional export, then we 
endorse it heartily. If barter could be arranged with India, thereby 
reducing the amount of Public Law 480 financing required by that 
country, we would also approve. But India has shown no serious 
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inclination to involve herself in barter and Ghana has bartered only 
to a trifling extent, while virtually all our other barter business has 
been at the expense of dollar sales, which have slid since 1952 from 
some $314 billion for all U.S. farm products to roughly $21, billion 
today. 

At the moment, the portion of U.S. exports accounted for by barter 
equals only about 3 percent of the total. But as domestic surpluses 
continue to grow, the likelihood of increased Government financing 
and control of exports will almost certainly grow with it. This means 
larger budgets, higher taxes, and increasing risks to attack from irate 
voters. The temptation to increase barter, because of its undeniable 
political attractiveness, will undoubtedly be great. H.R. 7983, urg- 
ing as it does a greatly accelerated barter program, is only one indi- 
cation of this temptation. But to the extent that the taxpayer is 
deceived, and to the extent that barter, rather than normal trade is 
expanded, to that extent we will pay for our shortsightedness many 
times over in reduction of farmers’ prices, further loss of dollar 
exports, inhibition of the commercial grain trade, and expansion 
of government-to-government trading. 

What is secded. and what we recommend is a continuation and 
expansion of programs which will encourage dollar and foreign cur- 
rency trading or otherwise draw export supplies from the farmers 
market such as is done under the grain subsidy in kind programs. 
This procedure and objective should be spelled out clearly in legisla- 
tion and in CCC directives. 

Exactly the opposite tendency is noted in H.R. 7983. Public Law 
480 at present would restrict the use of barter to safeguard usual 
marketing, to insure that it does not replace cash sales and to insure 
that it does not disrupt world prices of agricultural commodities. 
The proposed amendment would eliminate all these restrictions and 
ate. allow barter to proceed without regard for the conse- 
quences. 

The proposed amendment also would increase to an enormous extent 
the range of products and materials for which barter contracts might 
be made. At present, CCC’s materials imports are restricted to “such 
strategic or other materials of which the United States does not 
domestically produce its requirements.” 

The proposed amendment would extend this range to any materials 
included in the strategic stockpile whether or not they are produced 
in this country, and further would include any materials, goods, or 
equipment “important to the economy” and “including but not limited” 
to various defense needs. Thus it would appear that virtually any- 
thing could be imported for use by any beanih of Government, 
whether or not detrimental to U.S. industry, labor, and agriculture. 

Most damaging of all, if our evaluation of the barter principle 
is correct, is the extent to which H.R. 7983 and companion bills would 
expand the use of this technique. Even the present nominal use of 
barter, involving in grains alone some $49 million at world grain 
market prices, is far too great. The proposed amendment, by direct- 
ing the “Secretary of Agriculture to endeavor to consummate barter 
agreements at a rate of not less than $350 million, for each fiscal year,” 
would multiply an already undesirable program. Further, by urg- 
ing that barter be given priority over other types of Public Law 480 
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financing, the amendment could result in blocking completely export 
sales from the free market until its $350 million were achieved. And 
even that extreme goal might not be the end, for the phrase “not. less 
than $350 million” suggests that totals might be built up indefinitely, 

Passage of H.R. 7983, H.R. 5139, H.R. 6410, and H.R. 6552 in their 
present. form in our opinion would result in irrevocable harm. It 
would sacrifice many years of slow and considered progress in the 
area of grain export programing, and would leave all economic groups 
concerned much the worse for its use. 

That completes my statement, sir. 

The CuamrMan. You realize, I assume, the implications involved 
when you made this statement : 


Thus, it would appear that virtually anything that would be imported for 
use by any branch of the Government, whether or not detrimental to U.S, 


industry, labor, and agriculture * * *. 

Do you have something to justify that statement? 

Mr. Farrtneron. This amendment would remove the restrictions 
that now exist in those respects. 

The CuatrmMan. No, it does not say that. It says, if you quoted 
from the bill directly and you have these words in quotation, “goods 
important to the economy and further included but not limited to 
various defense needs.” 

Those needs are determined by an interagency board or commission, 
are they not? 

There is no one bureaucrat in the Government who can go out and 
import something not needed in our economy. 

Mr. Farrincron. The present law has some very definite restric- 
tions as to what you can do. Many of those restrictions would be 
removed by H.R. 7983. 

The Cuarmman. I thought you quoted from H.R. 7983. 

Mr. Farrrneton. No. 

The CuarrmMan. You said H.R. 7983. 

Here is what the bill provides: 

Strategic and other materials, goods, or equipment important to the economy 
or security programs of the United States as designated by the Secretary. 

You just picked out what you wanted to pick out and quoted it but 
you did not quote the sense of the statement. 

* * * included but not limited to those requested by the Atomic Energy Com- 
mission, Department of Defense, and the Office of Civil and Defense Mobilization. 

Do you have any complaint with that language ? 

Mr. Farrineron. It is much broader than the language in the pres- 
ent law, as I understand it, Mr. Chairman. 

The CuatrmMan. That is the very purpose of the language, to broaden 
it with the determination and the designation to be made by the 
Secretary. 

Mr. Farrirneron. The Secretary of Agriculture. 

The CuarrMan. The request comes from the Atomic Energy Com- 
mission, the Department of Defense, or the Office of Civil and Defense 
Mobilization. You just object to barter? That is all it means, does 
it not ? 

Mr. Farrtncton. We object to barter that substitutes barter for 
cash trading. 
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The Cuarmman. Is this the first time you have made the complaint 
against this ¢ 1 

Mr. Farrineton. No, sir. 

The CaatrMan. To whom have you complained before now ! 

Mr. Farrtncron. We have indicated this to the Department of 
Agriculture. 

The Crarrman. Did you do that while they were bartering away 
a billion dollars worth of the surplus commodities we did not need 
and want? : 

Mr. Farrtncton. No. The occasion was some barter deals. I be- 
lieve it was the Belgium corn-diamond deal that we felt was not 
adding significantly to grain exports and was supplanting cash trade. 

The CHARMAN. When was that! 

Mr. Farrincton. Several months ago. 

The CHarrMAN. You objected to the transaction ? 

Mr. Farrineton. We felt that that transaction seriously cut into. 
the cash trading and into the operations. under the subsidy-in-kind 
programs. 

The CHarrman. What happened to the proposal ? 

Mr. Farrineton, It was approved. It had already been approved. 

The Carman. It was already approved before you complained 
about it? 

Mr. Farrtneton. Before we knew about it. 

The CuHatrmMANn. We have asked this question of every witness who 
has been here and I will ask you: Do you have any evidence to the 
effect that any of these barter transactions have displaced dollar 
transactions? Ifso, name the transactions. 

Mr. Farrineton. On this well-known corn-diamond deal, when it 
became known, the prices in the market dropped and I am quite con- 
fident that the exporters used some of the barter grain in filling sales 
that were already made or would have been filled from free market 
stocks. 

I do have personal knowledge of one case. One of the few cases 
that I know of, my own company was involved where a sale had 
already been consummated for dollars and then an exporter offered to 
handle it under a barter arrangement and use some of its barter 
funds at a discount, so it was handled that way. 

The CHarrMAN. Can you identify that transaction so we can in- 
vestigate it with the Department ? 

Mr. Farrtneron. I do not think I should disclose an individual 
company operation. 

The Cuarrman. Why not? 

Will there be anything wrong in your telling us about it? That is 
all public information, I thought. 

I did not know there was anything secret about these transactions. 

I think we have asked them to give us a list of all of them. 

Mr. Farrtnoeton. I am sure you have the overall barter deals. This 
was just one small part of the barter deal and I do not know what 
the overall barter deal was, but I do know that we had a sale for 
cash dollars and an exporter wanted to use up some of his barter 
funds. 

The CHarrman. You tell us that you, yourself, know of one trans- 
action which displaced the market in a dollar sale, and you refuse to. 
give us the name of the exporter ? 
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Mr. Farrrneton. There was nothing improper about the transac- 
tion. They had the barter funds and it covered the country of 
destination and the commodity we wanted to export. 

The CHarrman. The Administrator should never have closed that 
transaction, never should have consummated the deal if there was a 
displacement of dollar sales. 

Mr. Farrineron. The barter deal had been approved long before 
that. We did not negotiate the barter deal and I have no knowledge 
of the particular barter deal. I just know that we did utilize some 
of the barter funds in filling a dollar sale. 

Mr. JoHnson. As I understand the witness, you made a cash sale 
of corn to the Belgians? 

Mr. Farrincton. No, it was not corn to Belgium. 

Mr. JoHnson. It wasa cash sale, was it not ¢ 

Mr. Farrrnoton. Yes, sir. 

Mr. Jonnson. Toa buyer in Holland? 

Mr. Farrineron. No, sir. 

Mr. Jounson. Did he back out on the deal he made with you? 

Mr. Farrineton. No, sir 

Mr. JouHnson. What are the facts? 

Mr. Farrineton. We had a cash sale to a foreign country and it 
fitted into the terms of the barter agreement which had already been 
executed by a grain exporting firm. 

Mr. JoHnson. He got his corn from that particular buyer ? 

Mr. Farrrneron. It was not corn. 

Mr. Jounson. He got the grain, then? 

Mr. Farrrneton. He got the grain and used the funds to buy the 
grain and then sold the grain back to us and we used the grain to fill 
our cash sales. 

The Cuarrman. What year was that? 

Mr. Farrineton. 1958. 

The CHarrMan. In 1958, Belgium signed a trade agreement with 
Hungary under which Belgium acquired corn. 

Mr. Farrrneron. Belgium was not the country involved. 

The Carman. I thought you said Belgium? 

Mr. Farrincton. No. 

The CHarmman. What country? 

Mr. Farrineron. I would rather not disclose that. 

The CuHarrman. I thought you mentioned the Belgian transaction. 

Mr. Farrincton. I did as an example of one case where thée:grain 
trade generally felt that additionality was not involved and that the 
barter grain was merely being substituted for cash grain 

The CHarrman. You have about four different agreements in the 
case of Belgium. There was one with Hungary, Poland, Rumania, 
and one with the U.S.S.R. over a period from 1956 to 1958. 

It does not seem that the administration made corn very easily 
available to Belgium. : ' 

That was the corn transaction, was it not? 

Mr. Farrtneron. That is my recollection. 

The CHarrman. You represent one of the big companies, do you 
not? What is your company? 

Mr. Farrineton. Archer-Daniels-Midland Co. 

The CuHarrman. Minneapolis? 
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Mr. Farrrnoeron. Yes, sir. 

The CHatrman. That company collected over $6 million in 1958 in 
storage charges ¢ 

Mr. Farrineton. We received total payments from the Commodity 
Credit Corporation for the handling and storing of grain in about 
that amount; yes, sir. 

The Cuatrman. To be exact, it was $6,240,498.56. 

To what extent is your warehouse occupied now? 

Mr. Farrineton. We have many elevators. 

The Cuarrman. All filled ? 

Mr. Farrineron. No, sir. They are not all filled. 

The CuarrMAn. To what extent are they occupied ? 

Mr. Farrineton. I imagine, overall, about’ 70 or 80 percent. 

The CHairman. How much Government storage are you provid- 
ing ¢ 

Mr. Farrtncton. We operate 80 million bushels of grain capacity. 
I would guess that the Government stocks would be between 30 and 
35 million. 

The CHatrman. 30 and 35 million bushels of grain? 

Mr. Farrineton. Yes, sir. 

The CHarmman. You said in your statement, frankly, that you 
had not lost anything on any of these transactions because of the 
storage costs involved. 

Mr. Farrtnetron. No, I said that our opposition to barter was not 
predicated upon the fact that we might lose storage. 

The CHarrMan. You said you had not lost any, did you not? You 
lost nothing on the storage side of the ledger. What you are com- 
plaining about is you have not been able to make other profits out 
of handling Government trading? 

Mr. Farrtneron. No, sir; that is not it. 

The CHatrrman. What are you complaining about ? 

Mr. Farrtncton. The statement there was that, by moving grain 
out of the free market, and through the free market, the amount of 
grain we store for the Government is not 

The CuatrmMan. In your very next sentence, you say: 





** * The Government’s loss and the farmers’ loss is on the merchandising side 
alone. 

You all complained because you are not permitted to merchandise 
this Government grain as you would privately owned grain? 

Mr. Farrineron. I am not. Weare making a plea to continue to the 
maximum extent possible the merchandising of grain through private 
trade channels, rather than taking it out of Government stocks. 

The Cuamman. How are you ever going to get rid of the stocks if 
you do not take them out of the warehouses and sell on the market 
somewhere ? 

Mr. Farrtneron. The only way you can get rid of Government 
stocks is to cut the production below the consumption levels. 

The Carman. We tried that and the President did not like it and 
Mr. Benson did not like it. He vetoed the bill. 

That means we will keep it indefinitely. 

Mr. Farrtneton. As long as production exceeds off-take, distribu- 
tion, then the stocks will stay there. 





492 EXTENSION OF PUBLIC LAW 480 


The Cuarmman. That is what we understood and was the situation 
that required a 25 percent reduction in wheat. We sent a bill to the 
White House. It passed both Houses of Congress and the President 
vetoed it. 

If I sum up your statement, your complaint is that you are not per- 
mitted to make some money out of the handling of grain over and 
above the normal costs for receiving it and checking it out and stor- 
ing it and protecting it ? 

Mr. Farrimncton. We are not here to complain. We are making a 
plea for the continuation of the maximum utilization of trade facili- 
ties and trade know-how. 

The Carman. I am for that. 

Mr. Farrrnctron. In moving grain from the farrmer to the ultimate 
consumer. 

Mr. Jounson. Would you approve the barter program if it were 
handled the same as it is under title I? 

You people went out and bought it on the open market and furnished 
it to the man for strategic materials? 

Mr. Farrineton. That would certainly be an improvement, yes. 

Mr. Jounson. He said that he would not object to the barter pro- 
gram if the farmers went out and bought grain and furnished it to the 
exporter and furnished them strategic materials; am I right? 

Mr. Farrinoron. I said that would be an improvement over taking 
it out of Government stocks; yes, sir. 

The Cuarrman. Thank you very much. 

Mr. Farrineton. Thank you. 

Mr. Brooks. Thank you, Mr. C ooley. 

Mr. Poacr. We have one more witness, gentlemen, and I want to ask 
you to be brief. 

Mr. Breepinc. Mr. Chairman, I would like to introduce to you Mr. 
R. L. Patterson of Oxford, Kans. He is a farmer-wheat grower, who 
is chairman of the Kansas Wheat Commission. 

I would like for you to hear him and I am sure that you want to hear 
his comments with regard to Public Law 480. 

Mr. Poacr. We are glad to have you, Mr. Patterson. 


STATEMENT OF R. L. PATTERSON, KANSAS WHEAT COMMISSION 


Mr. Parrerson. Mr. Chairman, if I might make a statement before 
I go into my written statement, Mr. Hope testified before this com- 
mittee a few days ago, and in reading his testimony I noted that he 
brought forth practically all of the activities that the several State 
commissions under the Great Plains Wheat Market Development 
Association were doing. So, I have condensed my own statement down 
to the findings we have back of this that we would like to present to 
you. 

Mr. Poacr. Weare glad to have your statement. 

Mr. Parrerson. My name is R. L. Patterson. I am a wheat and 
small grains grower, along with alfalfa. My home is at Oxford, 
Sumner County, Kans. 

First I wish to thank this committee for the opportunity to appear 
before you as a wheat grower and on behalf of the Kansas Wheat 


Commission. 
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The Kansas Wheat Commission along with Nebraska and Colorado, 
through the Great Plains Wheat Market Development Association, 
and the Foreign Agriculture Service, are putting forth every effort 
to develop markets and increase wheat uses the world over. In this 
market development work we are associated with Public Law 480 in 
our activities in foreign lands, of which I wish to speak. 

First I want to say Public Law 480 is one of the finest instruments 
we have, whereby we can help our friends and neighbors in other 
lands to help themselves, and at the same time help relieve our over- 
supply of food. I hope this committee and Congress can see fit to re- 
new Public Law 480, and for a longer period than 1 year at a time. 
In order to achieve the desired results it should be renewed for a 5- 
year period, so agreements can be entered into between countries, 
whereby we can furnish an allotted amount of wheat each year so 
they can gradually improve their diet year by year, instead of an im- 
proved diet this year and none next year. This leads to disorder and 
will not build good relations. 

Next let us look at what is referred to by the press and the public 
as our huge surplus of food. To me this is not a correct reference 
and should be referred to as a blessed supply of food, as there cannot 
be a surplus as long as so many people need food in the world. This 
stock of food we have will be used one of two ways, as an evil surplus, 
ora blessed supply. If we keep it stored under high carrying charges 
and do not make every effort to get it to people in need, then it will 
be an evil surplus. Proverbs 11: 26 says, “He that withholdeth corn, 
the people shall curse him; but blessing shall be upon the head of him 
that selleth it.” Then if we get this food where needed, it will be a 
blessed supply. 

In our stock of food the greater part is wheat, which is the staff of 
life. At this time we have 2 billion bushels. ‘The greatest. blessing 
any nation in the world has. TI feel this is no accident we have this, 
as God supplies food for people who honor, trust, and obey him. This 
our Nation stands for, so we are blessed with the equipment to promote 
peace, good will, and love in the world: He also knows, we know, 
there are millions of people in need, so we have an obligation to God 
and these people. 

In our market development activities I spent 6 weeks in 6 countries 
in South America. When you live with these people and see their 
need of a better diet then you realize the great good we can do with 
our blessed supply. There is a need in the world of fr iendly nations 
for more wheat than we have to spare, if we can arrange the economy 
so they can secure it. Also when you see the C ommunist forces work- 
ing like bees in these countries ‘you feel our obligation more than 
ever. As we feel the unrest everyhere, we will need friends, and 
neighbors if we are to remain a great Nation. There is no better way 
to make a friend than to help him help himself when he is in need. 

I will venture to say there is not a person in this room, but what 
has sometime in his life been lifted up by someone helping him help 
himself, or he would not be where he is today. This also applies to 
our great Nation as we were helped in our younger days, so it is our 
turn now. 

Our Nation is founded upon freedom, and the cornerstone of our 
Constitution is our faith in God. Even our coins say, “In God We 
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Trust,” so if we are to remain a great Nation we must be true to our 
flag we are flying and keep this trust and faith in God and use our 
blessed supply for the needy of the world. 

As I look back in history at the great nations of time, I am unable 
to find a single nation that neglected God and remained great. I am 
proud of our Nation and its great leadership in the world, and I want 
those stars and stripes to be flying as the great nation leader of the 
world, for years to come. I feel we have this opportunity now to 
show the world we do trust in God, and prove it by using our blessed 
supply to improve the diet of those in need. To do this we will need 
to use all methods, as currencies, barter, and long-time loans, as the 
case may be. 

Where there is a will, that is pleasing to God, there is a way, so this 
can be done. In a country that can send monkeys i in a missile thou- 
sands of miles and return them alive, it can overcome whatever eco- 
nomic problem is in the way. 

The Foreign Agriculture Service is doing a wonderful work in 
helping our foreign friends by the use of Public Law 480 and can do 
a great deal more if we can get these few changes. 

"The Kansas Wheat Commission is dedicated to put forth every 
effort, that is just, honest, and honorable, to promote markets and uses 
for wheat, both at home and abroad. Our President has stated, “We 
should use our large stocks of agriculture products as food for peace.” 
With- all of us working -together and some.improvements in Public 
Law 480 this‘can and will be done. 

May God’s wisdom be with you in your decisions. 

Mr. Poace. We are very much obliged to you, Mr. Patterson. I 
notice on page 3 you say that the Foreign Agriculture Service is doing 
a fine work. You suggest that we have a longer program than we 
have at the present time and I thoroughly agree with that. 

Mr. Breeprne. Will you give us, Mr. Patterson, the reason why we 
should continue this Public Law 480 program for 5 years!’ We have 
been let to believe that the Department of Agriculture thinks it should 
be continued for 1 year. You suggest 5. Tell us why. 

Mr. Parrerson. In our activities in these countries and in dealing 
with these.people we find them very hesitant to enter into an agree- 
ment. whereby we move wheat on a 1-year basis. In the first place, by 
the time that we get the law revised and the machinery in action 3 
months of the year have moved away. By the time we can get all of 
the agreements drawn up and started into action there is another 2 or 

+ months gone, so we only have 6 or 7 months left. 

Each country gave us the information that if they at any time in- 
creased diet of their people and then had to cut it off within a year 
they would be inviting a revolution, but if they could go toa period of 
5 years whereby they could increase the diet the first year and 
gradually bring it up that would be of great interest to them. 

Mr. Poacr. That seems perfectly sound tome. I introduced my bill 
on that basis, that the nation should have some assurance and if we do 
not give it to them they cannot make very effective use of what we do 
give. 

Mr. Suort. Have I understood the Great Plains Wheat Market 
Development Association right in that they advocate the two-price 
system ? 
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Mr. Parrerson. The Great Plains Wheat Market Development 
Association are not in that category of the program. The Great 
Plains are strictly on a market development program. 

The National Association of Wheat Growers, yes, they are recom- 
mending it. 

Mr. Suort. Are the two organizations pretty closely related ? 

Mr. Partrerson. No. They are two different activities entirely. 
The National Association of Wheat Growers is comprised of the wheat- 
growers, I believe, of 10 States in the wheat area. Théy make up the 
National Association of Wheat Growers. The Great Plains Wheat 
Development Association is at the present time made up of Kansas, 
Nebraska, and Colorado Wheat Commissions and their sole activity is 
for the market promotion and other uses of wheat both at home and 
abroad. 

Mr. Suort. I had the belief that the people associated with the Na- 
tional Associated Wheat Growers were quite closely related to the 
Great Plains Wheat Association. What would happen to our Public 
Law 480 program in the event that we adopted a two-price system ? 

Mr. Patrerson. I will just have to give you a surmise. I am 
chairman of the Kansas Wheat Commission and it is a political sub- 
sidiary of the State and we cannot go into activities of legislation. 

Mr. Suorr. I understand. 

Mr. Parrerson. The people that comprise the offices of the Great 
Plains Market: Development Association are former people that were 
working with the National Association of Wheat Growers who did 
believe in the two-price system. What would happen to Public Law 
480? I think that is a long way in the future with the supply of 
wheat we have. 

Mr. Suorr. That is right. But if you are going to assume that some 
time in the future we are going to adopt the two-price system you 
would also assume we would dispose of the Government stocks we 
have which would materially change the workings of Public Law 
480? 

Mr. Parrerson. It would. It might do away with the need for 
Public Law 480. 

Mr. Garutnes. I was interested in that part of your statement that 
had to do with your trip to South America. I wonder if you would 
elaborate on your trip down there and who accompanied you, and 
what organization, if any, you represented. I believe you said that 
you were a member of the Kansas Wheat Commission. Did they 
send you, or sponsor the trip to South America ? 

Mr. Parrerson. This trip was a survey team and it was composed 
of two people from Kansas, of which I was one, and two from Ne- 
braska, and Mr. Raymond Vickery, the Director of the Foreign Agri- 
cultural Service. We were down there to survey the possibilities of 
the use of Public Law 480 and moving wheat into that country. 

Mr. Gatuines. Are those wheat-eating countries? 

Mr. Parrerson. Oh, yes. We visited Colombia, Peru, Brazil, Ar- 
gentina, Chile, and Ecuador. 

Mr. Garutnes. When you got to Ecuador and Chile, Argentina and 
Brazil, whom did you talk to? I just wonder how you proceeded. 

Mr. Parrerson. The itinerary was set up by the attaché within the 
country and our first contacts were with government people, those 
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connected with agriculture in those countries. Our next contact was 
with the farmers, the wheatgrowers, and the wheatgrower organiza- 
tions, the bakers, the millers, all the people connected with the wheat 
industry, except in Argentina. We did not think that we were going 
to do much with Argentina and that was more or less a goodwill 
visit. We visited government officials and bankers and the wheat- 

grower organizations, That isas far as we went. 

Mr. Garurnes. The picture that you bring back is that they were 
preferring a longer time arrangement whereby they would be as- 
sured of getting ‘wheat the first year, the second year, and the third 
year instead of 1 year. 

Mr. Parrerson. That was the information we got in every country 
we were in. The difficulties that they have is in feeding their people. 
That is the trouble. They are trying to become self-sufficient, and 
in my opinion most of them never will be, especially in wheat. They 
might in some other commodities. 

We said to one group of people, the farmers, the poor class of 
people, that need this help, “Has CARE ever approached you people 
to give some assistance along that line, or some of these other pro- 
erams 2” They said, “Do you mean that or rganization that gives com- 
modities?” We said, “That is it exactly.” They said, “No, sir, and 
it would not do any good if they did approach us. We will not "take 
a gift. We feel that there is always a responsibility connected with 
a gift, and we want to pay what is right for what we get. We do not 
have U.S. dollars. We will have to figure out some other type of 
accounting.” 

We also found out that some of this other relief down there, espe- 
cially in Brazil and Colombia, under the charitable institutions, was 
running into grief on those things. We came back from those coun- 
tries believing that we cannot give this food to those people. 

Mr. Garuines. They might want it under title I of Public Law 
480. 

Mr. Patrerson. Some way so that they could work it. I do not 
have the answer now to tell you how to do this. I think that every 
nation would be a different problem. We would have to sit down with 
them. I am convinced that in these several countries there is a need 
for our wheat, more than we can supply throughout these countries. 
In fact, we had a team over here from India consisting of two Gov- 
ernment food people and two other administrative people and I asked 
them one night sitting in the hotel before they left, “How much wheat 
can you people use ?” 

The leader of the team said, “500 million bushels a year.” TI said, 
“You would not have to twist our arm too hard to get us to furnish 
you some wheat.” He said, “You asked me how much we need. It is 
not that simple. We do not have the funds to pay for it, but we 
could use that much w heat per year.’ 

Mr. Garutines. That is a fourth of the total we would have at the 
conclusion of this crop year. 

Mr. Patrerson. In my estimation we could do more by market de- 
velopment work in these countries. One thing we are going to have 
to do, and we are working at it, we are going to have to send a better 
product there. 
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Mr. Gatuines. Are you a member of the organization that Mr. 
Hope is president of ? 

Mr. Patrerson. That is right. 

Mr. Garuines. That seems to be a very fine organization. It is 
doing splendid work. 

Mr. Patrrerson. We do not see any other way to come out from 
under the ailment that the wheat is in now. We have to find a way. 
I have not spent enough time in these countries to know all the 
answers. 

Another thing, a majority of these countries want to use some of 
the funds back for their own economic development, but under our 
l-year program they cannot accomplish, or.even set up a program 
that can get underway to do that. 

Another thing they always come up with is this—can you give us 
any assurance that your Congress wilisee fit to renew this next year? 
We know that they have renewed it for several years, but are you sure 
they will renew it for next year? That is the $64 question. 

Mr. Srussterretp. How do you think we compete with Argentine 
wheat? How does Kansas compete with Argentine wheat ? 

Mr. Parrerson. It was just as good as Kansas wheat. It was good 
wheat. The wheat that the other countries raise is a soft type of 
wheat and low in quality, low protein. If they get a nine protein they 
think they are right well. They have a lot of five protein. 

Mr. Suort. Is this Argentina ? 

Mr. Parrerson. No. Argentina has good wheat. I am talking 
about the other countries, Colombia, Brazil, and Chile. 

Mr. Suort. Do all those countries produce wheat ? 

Mr. Parrerson. They are all trying to get self-sufficient. The gov- 
ernment officials told us in every country that if they get half self- 
sufficient and maintain it they will be doing marvelously. Most of 
the wheat in all of those countries, outside of Argentina, is grown in 
a territory where the average rainfall is 50 inches or more a year. 

Mr. Srupsterrerp. How does Kansas wheat compete in South 
America with Argentina wheat? The proximity of the countries 
down there would seem to preclude that. 

Mr. Parrerson. We could compete if we could get Kansas wheat 
down there. We never saw any wheat that was Kansas wheat while 
we were there. The fact of the matter is, we were very discouraged 
over the U.S. wheat we saw everywhere in South America. We have 
spent our lifetime in Kansas improving quality and varieties and get- 
ting a good grade of wheat, and then to go and find a U.S. wheat 
being received down there with a lot of trash, dirt, and chaff in it, 
discouraged us. 

Mr. Poaae. I had exactly the same experience in South America. 
I visited down there some years ago and found that our wheat had 
a very bad name with regard to quality. Not the protein content, but 
the way that it was delivered. We had a very bad name. Nobody 
thought that we ever cleaned wheat and nobody thought we ever de- 
livered what was sold. 

What has been your observation of the practice of warehousemen 
that was expressed here this afternoon—and I think the gentleman 
who made the statement stated nothing except the facts of the ware- 
housemen business—that it is a common practice to mix wheat and to 
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make a profit on the mixing and to upgrade the product and come out 
and sell something more than you took in. You have to take away 
from somebody when you do that, do you not? 

Mr. Parrerson. We found, Mr. Congressman, that blending was 
used to an extent. We have to do that in our countr y. There is no 
question about it. Our mills do not buy on grade, they buy on speci- 
fications and it takes a blend to get it. But the ‘thing that we pre- 
dominantly found in South America was that they want high protein 
wheat. because theirs is low, so that they can blend and bring theirs 
up. We invariably found a tremendous amount of shrunken and 
shriveled kernals. They carry high protein asa general rule and that 
has been blended in to bring up the protein. 

The one thing that made us terrifically bitter down there was that 
we found maize consistently blended in every bit of the wheat. I 
will say this, we have met with a lot of groups since then and I 
believe that at this time the maize is not being blended into the 
wheat that we ship. They faithfully promised that they would not, 
and the last report that we have received say that it is not being done. 

Mr. Poace. Whose fault is that? Is that the fault of the terminal 
elevators at the port, or does it happen before the grain moves to the 
ports ¢ 

Mr. Parrerson. I am trying to do this in Kansas, and I say that we 
must start to clean up with me at home. I must bring my wheat into 
my elevator just as clean and nice and pure as I can. I presume that 
it would not be done with all farmers, I grant you. But this has to 
come to pass. Somebody is going to get “hurt, but it has to be done 
because everywhere we went we “found Canadian wheat, and they 
would show us their records and their books where they were buying 
more Canadian wheat than they had been. It was costing from 4 
to 8 cents a bushel more to get Canadian wheat than it was to get 
U.S. wheat, but they were finding out in their overall production of 
flour—they did not have to clean out any trash—it was proving to 
be the cheapest wheat in the end. 

Mr. Poace. How can you induce the farmer to bring you clean 
wheat to the elevator if the elevator turns around and mixes the 
wheat in such a manner? The farmer gains nothing by bringing in 

clean wheat. How will you ever get the farmers to bring you clean 
wheat ? 

Mr. Parrerson. It is sort of like when you pay a dollar to some 
mission, you have performed your deed and the other man will have 
to stand it. I think that we are getting them to do that pretty well. 
There is a small local elevator about 200 yards from my house and I 
have done a lot of visiting there this harvest, and the elevator man 
told me after the harvest was over this year he had the nicest wheat 
brought in this time he ever had. We held some meetings on this 
to let the people know that the people in foreign lands have to eat 
this product that we bring in. The serious part of it is that a lot of 
these countries do not have cleaning devices, they do not wash their 
wheat. They buy it like we do potatoes and beans and they grind 
it themselves and they grind whatever is in it, and that is w hat. they 
have to eat. It makes - you sick at your stomach to know that you 
have good wheat back home and you see that. 

Mr. Poacr. I am trying to determine where the fault is. Does it 
lie with the farmer or with the trade? 
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Mr. Parrerson. I think that it lies all the way along the line. 

Mr. Suorr. When a farmer takes a load of wheat to an elevator— 
and at least this is true in my country—he gets paid for what he brings 
in. If you have maize in your wheat you do not get paid for it. You 
are docked accordingly, so the farmer gets paid for what he brings 
in. In practically every instance before the wheat leaves the house 
the wheat is run over a cleaning apparatus and cleaned of all such 
foreign material, and that foreign material is sold to some feeder and 
never leaves that point. I just cannot quite understand this. I cer- 

tainly do not mean to imply that you have said something that is not 
true. We hear that story all the time, the mixture of the grains sent 
to foreign countries. Is it because of the specifications under which 
the grain is purchased? Dothey allow people to mix a certain amount 
of foreign material, be it maize, barley, or oats? Is there something 
wrong with the specifications ? 

Mr. Parrerson. Our grading standards permit some tolerances. 

Mr. Suorr. Ours are a little more liberal] than in Canada? 

Mr. Parrerson. There is no comparison in them. 

Mr. Suort. “Liberal” is an understatement. 

Mr. Parrerson. Oh, yes. The first requirement in Canada is that 
the wheat must be recleaned. I went up to Edmonton a year ago and 
they took us through their terminal. We saw wheat coming in. It 
was coming in at the rate of about 400 cars a day, and on the second 
floor of that terminal were two large cleaners. This wheat is dumped 
out of the car and it goes into thecleaners. That is the first place that 
it goes. 

Mr. Suorr. They do clean it in our country. 

Mr. Parrerson. Seldom does a country elevator reclean. 

Mr. Suorr. I am not familiar with the other areas. 

Mr. Parrerson. They all do it. In Canada the cleanings that come 
from the wheat—and they were cleaning it fairly close—goes out of 
that spout from the cleaner up to the top floor of the terminal to ham- 
mer mills, and that goes into feed, and the producer, the farmer, loses 
the cleaning. He loses the difference between the feed price and the 
wheat price and 1 pound. They say that they lose 1 pound per bushel 
that they cannot account for when this happens. This that they were 
cleaning there that day was cleaned out about 4 percent. 

Mr. Snorr. Is it a normal practice or an unusual practice in this 
country for a terminal facility to have cleaning facilities such as they 
have in that elevator in Canada? 

Mr. Parrerson. It is a very, very unusual practice for wheat to 
ever be recleaned in this country except maybe a requirement on a mill 
specification. 

Mr. Suorr. Is it normal practice in this country—and I think per- 
haps you answered the question before—for the grain to move from 
the country elevators to the terminal elevators in the identical condi- 
tion it is received at the country elevators ? 

Mr. Parrerson. Oh, yes 

Mr. Suorr. I would like to get back to the — asked by Mr. 
Stubblefield. Argentina is a wheat exporting country. You said a 
few moments ago that they produced essentially the same quality of 
wheat that they do in Canada. 

Mr. Parrerson. Yes. 
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Mr. Snort. I cannot quite understand how we could hope to com- 
ete with Argentina or Chile on account of the distance involved. Is 
it merely a matter of our Public Law 480 program ¢ 

Mr. Parrerson. That is one of the main points. Then another 
thing, the Communists are dealing entirely with Argentina and the 
were in an effort to get all the Ar; gentine wheat they could for steel. 
They were bartering that we have been hearing about. They were 
sending steel into Argentina in shiploads. I saw a lot out there that 
would cover 20 acres that had steel bars on it from 4 to 12 inches 
square as high as you could stack them, with a crane. 

Mr. Suorr. What are the Communist countries doing with the 
wheat ? 

Mr. Partrerson. In Brazil we ran into a man who was trying to 
merchandize wheat from Hungary to the Brazilians. We were in a 
position to have pretty good information to know that Hungary did 
not have any wheat to sell or spare. 

Mr. Poage. Has it not been true in South America, let us say, up 
until last year that Argentina has not been an exporting nation for 
10 or 12 years? Argenti ina has actually imported substantial amounts 
of wheat from the United States in the past 10 or 12 years due to 
the manipulation of the currency down there under the Peron regime. 
Nobody could go down there and stay in business. They actually 
imported wheat. 

Mr. Parrerson. When we were in Brazil their Government in- 
formed us that they had 500,000 tons of wheat paid for in Argentina; 
that is, under a multilateral agreement. They traded them fruit and 
bananas. 

Mr. Poacr. And coffee. 

Mr. Parrerson. When we got down to Argentina the government 
officials down there told us that that was correct, that Brazil did have 
that amount paid for, but that they had not delivered it and that 
there was no guarantee that they were going to deliver it right away 
because they were not sure about their crop and they had some com- 
mitments to make for the steel. Then we found out in talking to the 
wheatgrower organizations down there that unless something changes 
under their program there are not going to be exports for very long 
because under the program the wheatgrower was receiving from 48 to 
51 cents a bushel for his wheat. They have a five-way approach to a 
program that I would not endeavor to explain to you. It is too com: 
plicated for me, but anyhow he gets around $2.90 a bushel out of his 
farm, but by the time it goes through the process of all these pro- 
grams—and the money exchange enters into it—and he has to deliver 
it to the dock, he was getting 48 to 51 cents American money per 
bushel. 

Mr. Breeprnc. I would like to go back to the India situation. In 
this country of India we have generated and accumulated huge sur- 
pluses of Public Law 480 funds. As far as the barter system in India 
is concerned, we send over many boatloads of wheat, yet we cannot 
barter because they do not have strategic materials at the seashore. 
Our boats go over with a load of wheat and come back empty. We 
still have this buildup of Public Law 480 funds. What can we do 
to work out a solution? If India could use 500 million bushels of 
wheat a year, certainly that would take up all of the surpluses that we 
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could grow in this country. How would you work out the solution? 

Mr. Parrerson. My feeling is that we need to send a negotiating 
party, and I might elaborate on that a bit because I did talk with 
this Indian leader on that. I asked him if he thought that it was 
possible that we could come to some economic understanding or agree- 
ment whereby this could be worked out, and he said that he did not 
see why we could not. He said that “there is one thing that I 5A 
noted in your country on my visit there—it is your nee 
said, “It is different from ours, but I am proud of it.” And he sae 
«Anybody you send to negotiate this will have to be a Christian indi- 
vidual because I believe that all food particles are the blessings of 
God.” 

He said, “If you send a team over here strictly for a financial agree- 
ment you ‘won't get through to first base.” He said, “This will have 
to go to Mr. Nehru.” I said, “People of our caliber could not get in 
tosee Mr. Nehru.” 

He said, “Yes, you can, because I will take you in.” 

I think, if we would send two or three over there for that purpose, 
something can be accomplished from it. I am not in position now to 
give details on it. I would like to bring to your attention, if I might, 
again, there has been a Ford Foundation group went to India. They 
are back now. Mr. Webber of Kansas State University was one of 
them. 

That is how I happen to have the information. I believe there 
were 12 or 14 of them. The Indian Government requested them 
when they got there to make a survey in any way they wanted to and 
tell them how they could feed their people. 

Mr. Breeptnc. Obviously, it cannot be done with dollar sales, which 
we are more or less interested in. 

Mr. Patrerson. I think it could lead to dollar sales, but not today 
nor tomorrow nor 5 years from now. 

The Carman. It could lead to dollar sales if we adopt Mr. 
Poage’s idea and the idea you advocate of making long-term commit- 
ments. 

Mr. Parrerson. Yes. 

Mr. Poace. Then giving them a long time in which to pay. 

Mr. Parrerson. It would take a long time for the amount. they 
want because this report of this committee comes back and says, after 
they increase their irrigation to its limit and their fertilizer enter- 
prise to its limit and use all the land that is available for production 
of foods, that will take until 1965 to accomplish, they will still be 
short a billion bushel of good grains a year. 

That is wheat and rice. 

Mr. Brerprne. I know that statement is true because Mrs. Breed- 
ing just returned from, India and she told me exactly those same 
words. 

Mr. Partrerson. I might say, folks, I am concerned about this. I 
sat out here in Kansas and had little idea of what Communist activity 
is until I got into some of these countries and saw it. I am concerned. 
As I stated in my statement, we feel we are dedicated to leave not 
one stone unturned in an honest, upright, just way, in an endeavor 
to promote these markets in these foreign countries and feed these 


people. 
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The Cuarrman. I would like to have unanimous consent to insert, 
in the record the communications that I referred to this morning 
when Mr. William F. Brooks was testifying before the committee. 

(The information referred to is as follows :) 

C. B. Fox Co., 
New Orleans, July 14, 1959, 
Mr. WILLIAM F.. Brooks, 
National Grain Trade Council, 
Washington, D.C. 

Dear Briu: You asked for it, so here it is: 

Your opinion that the mandatory barter requirements in Cooley’s bill “would 
be expensive to the Government, harmful to the grain producers, and damaging 
to all segments of the grain industry” is pure and unadulterated buncomble, 
Those in the grain industry who have been feeding so long and so well at the 
Government trough by collecting millions of dollars more than grain storage 
is worth naturally oppose any deviation from their cut and dried methods of 
business, but those who must live by their wits welcome something different, 
and there is no question that barter has increased the quantity of agricultural 
commodities exported from the United States. 

Surely there is deserved criticism of certain barter transactions, but let those 
who approved them explain to the Cooley committee why they gave $8 million 
for corn to Belgium in exchange for industrial diamonds and approved barley 
to an overbought United Kingdom, when these were A countries. No program 
will be any better than the administration of it. The barter program, if 
properly administerd, is a good system for selling additional agricultural com- 
modities abroad without being accused of dumping, and there would be no large 
discounts available to exporters if the CCC were clever in their purchases of 
the stockpiling materials. 

Sincerely yours, 


W. B. Fox. 


NEWSLETTER 


NATIONAL GRAIN TRADE COUNCIL, 
Washington, D.C., July 10, 1959. 


Pustic Law 480, AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE AcT— 
Foop FoR PEACE 


Public Law 480, the Agricultural Trade Development and Assistance Act of 
1954 will, unless extended, terminate on December 31, 1959. A number of bills to 
extend this public law have been introduced. Hearings on the extension of this 
public law will commence next week, July 14, before the House and Senate Com- 
mittees on Agriculture. 

The Senate Committee on Foreign Relations has conducted hearings on a 
bill, S. 1711. This bill, introduced by Senator Humphrey for himself, and 16 
other members of the Senate, would amend Public Law 480 and change its title 
to that of International Food for Peace Act of 1959. This bill falls within the 
jurisdiction of the Foreign Relations Committee. The bill provides for the ap- 
pointment, by the President, of a Peace Food Administrator. Public Law 480 is 
administered by the Secretary of Agriculture. 

The objective of S. 1711 is to make stocks of U.S. food and fiber available 
to underfed, undernourished and ill-clothed peoples of underdeveloped countries, 
on a volume of $2 billion a year in soft currencies. Under the proposal, U.S. 
produced food and fiber might be stockpiled and stored abroad and long-term 
commitments to supply food and fiber for periods up to 10 years would be 
authorized. 

In connection with this and other food-for-peace proposals, study of a paper 
“The Role of Wheat in Improving Nutritional Status and Labor Productivity in 
Lesser Developed Countries” prepared by Dr. Helen Farnsworth, economist and 
professor, Food Research Institute, Standard University, is recommended. In 
her paper Dr. Farnsworth draws a number of conclusions. Among these are 
“the available evidence, critically examined, does not support the presumption 
that there are hundreds of millions or even tens of millions of seriously under- 
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nourished people in the world health and labor productivity would be markedly 
improved by the consumption of additional grain”, “if there is any substance to 
the hope for large future exports of American wheat, it must presumably be 
found not in proposals to ‘feed the undernourished masses of the world’ but in 
marked downward adjustment of American import barriers, and in wise, inter- 
nationally coordinated and supported plans for economic development of the 
low income countries”; and “for the more distant future, the hope for American 
export wheat lies in the expansion of unsubsidized, low-priced, commercial sales 
of wheat, produced at low cost by efficient American farmers left free to manage 
their crop plantings and marketings as they wish.” 

Under Public Law 480, through GR-345 and GR-368, the “subsidy in kind 
export programs, Government stocks, except for limited purposes, cannot be 
sold. As a result, the full impact of export demand is reflected in the domestie 
market. * * * grain producers obtain in the open market a price approaching 
or better than the loan value. * * * the Government realizes savings. * * * and 
all segments of the grain industry have an opportunity to participate in pur- 
chasing, assembling, warehousing, and selling a great share of the Nation’s 
grain production.” 

Government stocks are available for barter transactions and credit trans- 
actions under Public Law 480. Under present law the executive branch retains 
some discretion as to whether barter transactions should be approved. 

A bill, H.R. 79838, introduced by Congressman Cooley, would extend Public 
Law 480 to December 31, 1960. This bill would, however, substantially amend 
Public Law 480 by requiring that at least $350 million of barter transactions be 
consummated before any other Public Law 480 transactions could be developed. 
This proposal eliminates any discretion as to whether barter transactions should 
be approved. 

Since stocks of Government commodities and not open market supplies must 
be delivered in satisfaction of barter transactions, this proposal would bring 
to a halt or greatly impair operations under GR-345 and GR-368. In our 
opinion this mandatory barter requirement would be expensive to the Govern- 
ment, harmful to grain producers, and damaging to all segments of the grain 
industry, for under the proposal little or no opportunity would exist to par- 
ticipate continuously in purchasing, assembling, warehousing, and selling a 
large share of the Nation’s grain production. 

We would appreciate having your views on Mr. Cooley’s mandatory barter 
proposal. 

JULY 1 CROP ESTIMATES 


USDA shows, as of July 1, an indicated corn crop of about 4.25 billion; farm 
stocks of old crop corn at approximately 1.1 billion. Soybeans, an acreage of 
about 22 million, down from last year, with the biggest acreage cuts showing 
up in Minnesota and Iowa; farm stocks of beans at about 35.4 million bushels. 


Mr. Poacre. Without objection the committee will stand adjourned 
until 10 o’clock tomorrow morning. 

(Whereupon, at 5:20 p.m., the committee adjourned, to reconvene 
at 10 a.m. Wednesday, July 22, 1959.) 
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THURSDAY, JULY 22, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:15 a.m., in room 1310, 
New House Office Building, Washington, D.C., Hon. Harold D. 
Cooley (chairman) presiding. 

The Cuarrman. The committee will be in order. 

We are deligated to have with us this morning Mr. Jim Patton, 
resident of the National Farmers Union. We will be very glad to 
ear you and your associates now, Mr. Patton. 

Mr. Parron. Thank you, Mr. Chairman. 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL 
FARMERS UNION, ACCOMPANIED BY REUBEN JOHNSON 


Mr. Chairman, I have with me this morning my associate, Reuben 
Johnson, who handles this division of our work. We have Mr. Baker 
sitting in back in case any questions come up on domestic matters. 

The CuHatrmMan. We will be very glad to have Mr. Baker join you 
when you desire, 

Mr. Parron. Thank you. 

Mr. Chairman, I am grateful for this opportunity to present the 
views of National Farmers Union on a expanded program to use 
our great abundance of food and fiber. 

The committee is to be commended for the thorough review that 
it is making at this significant time in the operation of the Public Law 
480 program. 

We in Farmers Union are proud of our history of support for the 
program. 

Commodity Credit Corporation investment would be half again as 
large today in the absence of such authority as provided in Public 
Law 480. Farm income would probably be substantially less and 
the problems brought on by starving people in the underdeveloped 
part of the world would most certainly have weakened our position 
as leader of the free world. 

In spite of the fact that our food and fiber abundance has served 
our interest and objectives both domestically and overseas, agri- 
culture is severly criticized for its overproduction and “huge govern- 
ment-owned surpluses.” d 

To make up for loss in income farmers are working harder. Pro- 
ductivity on the farm has gone up at a faster rate than it has in 
industry. Farmers work longer hours for less than half as much 
income per capita as people who live in town. 
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As the committee knows, National Farmers Union has consistently 
advocated a workable means of production rg operated in a 
junction with firm, fair levels of price support. I shall not go into 
detail because I have stated our position previously before the com- 
mittee. I believe, however, that such a program continues to offer a 
realistic and practical solution to the price and income problems of 
farmers. 

Even if greater control of output was in the hands of farmers, there 
would continue to be a need for programs to augment demand such 
as Public Law 480. I do not believe that it should be necessary to 
create conditions of scarcity to enable farmers to earn a fair and 
reasonable return for their labor. 

Public Law 480 has provided the United States with the means 
of getting food to hungry people. It is widely supported by the pub- 
lic generally and almost universally supported by farmers. But 
there are still mixed views regarding the purpose and objectives of 
the program. 

The testimony of National Farmers Union in 1954 was headed 
“Use Food To Win Peace.” There were others who honestly believed 
that the only justification for the law was that of surplus disposal 
and market development. 

The question of surplus disposal versus food for peace is largely 
academic. There is no question of the value of the program in the 

light of our foreign policy objectives. Through it we have prevented 
power-mad communistic leaders from using nakedness and hunger 
as cold war weapons of tyranny and imperi: alism. We have planned 
uses for local currency as follows: $1.8 billion in loans to recipient 
countries; $1 billion to pay U.S. obligations in other nations; $308 
million for military procurement; $233 million in grants for econome 
development; $224 million in loans to private business under Cooley 
amendment; $52 million for market development ; $44 million to pur- 
chase goods abroad for underdeveloped nations; $29 million to help 
finance: international educational exchange; and other uses which 
serve our interest as a Nation. 

I respectfully submit, Mr. Chairman, that insofar as the function 
of the program today is concerned, policy has been determined. 

We are using our food and fiber to promote economic cooperation 
and development in the underdeveloped nations of the free world as 
well as in other ways that serve the foreign policy objectives of the 
United States. The question before us now is not one of determina- 
tion of policy but one of determination of how best to operate the 
Public Law 480 program in future years. 

In spite of the progress that has been made in the constructive 
use of our food and fiber, Commodity Credit Corporation investment 
in food and fiber stocks totals $8.9 billion. 

Farm production in the United States continues to be in excess of 
consumer demand. Our population is expanding, but at a lesser rate 
than agricultural output. Another large grain crop will be harvested 
this year. The corn crop is estimated at 4.2 billion bushels, an 
increase of 400 million bushels over last year. Prices of those farm 
commodities that increased by smal] margins during 1958 are drop- 
ping again. As.the feed grains supply increases, livestock prices will 
be threatened. We have ‘already witnessed a crisis among producers 
of poultry and eggs. 
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I don’t want to dwell on the problem of production in excess of 
commercial market requirements. The point is that in determining 
the future of the Public Law 480 program, we can be assured of 
more agricultural production than can be sold in commercial channels 
at prices fair and equitable to producers. Even if our food and 
fiber stocks were half what they are now, however, interests of U.S. 
agriculture would be best served if we used them in needy nations 
to further economic development and cooperation, thus opening the 
door to more commercial markets as goals of political freedom and 
stability are attained. 

The most significant decision with respect to the extension of Publie 
Law 480 appears to revolve around whether the program shall con- 
tinue to be operated year by year, or whether authority will be pro- 
vided to make greater potential use in economic development projects 
where assurance of continuity is essential. All of those who have 
made studies of the Public Law 480 program, including John Davis 
on behalf of the State Department, have recommended long-term 
commitments of food and fiber to recipient nations. The central 
element, for example, in Congressman Poage’s bill, H.R. 2420, is 
that. of long-term lending of food and fiber. 

Other food exporting nations have an interest in the ways in which 
we usé our valuable food and fiber supplies. As the committee of 
the House of Representatives which wrote the original Public Law 
480 and the amendments to it, I know that you are aware of the 
interest of other exporting nations. 

In recent weeks it has been my privilege to attend a meeting of 
the executive committee of the International Federation of Agri- 
cultural Producers held at Copenhagen, Denmark, and to travel in 
the Philippines, New Zealand, Australia, Japan, and Korea on be- 
half of this international organization of farmers which I have the 
honor to serve. I have discussed many different problems of farmers 
with leaders of farm organizations from all parts of the free world. 
I fully subscribe to the efforts that are being made to assure that 
uses under Public Law 480 not be substituted for our own commercial 
sales or for that part of the commercial market that has historically 
and traditionally been supplied by other exporting nations. I would 
be remiss in my responsibility to the farmers in the United States, 
however, if I did not underline the great need that exists in under- 
developed nations where no commercial market exists at all. Farm 
leaders’ in other nations appreciate the need of underdeveloped na- 
tions for food and fiber and there is common ground within the Inter- 
national Federation of Agricultural Producers on this point. 

Our food and fiber can be used in ways that will increase the earn- 
ing capacity of the people in the underdeveloped areas of the world 
and, in the process, their living standards without injuring established 
commercial markets. Greater use of food and fiber to promote edu- 
cation and economic development will help rather than hurt com- 
mercial markets, especially future markets, serving the interest of 
the United States and other exporting nations as well. 

As important as I consider this aspect of Public Law 480, I am 
convinced that there are even bigger stakes involved. The buildi 
of a firm social, economic, and political foundation in coke 
oped nations of: the free world is of the greatest urgency and impor- 
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tance. An official of our State Department recently said that U.S. 
dollar aid under the mutual security program would be needéd for 
50 years. If our dollars will be needed for such a period to hel 
assure democracy and freedom, we are justified in projecting a food- 
for-peace program further into the future. 

Without detailed discussion, I should like to make several sugges- 
tions for extending and expanding the food for peace program under 
Public Law 480. ; ; 

(1) It is significant that most of the bills before the committee em- 
body the principle of long-range planning. As I have indicated, the 
justification for dollar aid to needy nations for up to 50 years would 
apply equally to food and fiber. If there will be a need for dollar 
aid for economic development there will be a need for food and fiber 
to help meet cost of local material and labor. Therefore, a good 
case can be made for removing the termination date in titles I and IT, 

Public Law 480 would be strengthened if provisions of bills before 
the committee which provide for long-term loans should be added as 
title IV. I refer specifically to H.R. 2420 introduced by Congress- 
man Poage and to section 401 of the food for peace bills introduced 
by members of the committee, Congressman Lester Johnson and Con- 
gressman George McGovern. a 

These bills authorize use of agricultural commodities to assist eco- 
nomic development in friendly nations by assuring a continuing and 
stable supply of food and fiber on long-term credit during periods 
when development projects are underway. By so doing, the resources 
and manpower of such nations may be more effectively used. 

In addition to wheat, rice, nonfat dried milk, cotton, feed grains, 
and tobacco, other agricultural commodities as may be available may 
be loaned. Shipments are authorized over a 10-year period with re- 
payment and interest beginning with the date of the last delivery in 
the 10-year period. Repayment may be made by the recipient coun- 
try over a 40-year period, beginning with the date of the last delivery, 
and may be made in dollars, in services, or in strategic or other ma- 
terial not produced domestically in sufficient amounts to fulfill re- 
quirements. Interest is fixed at 214 percent. 

(2) Measuring our food and fiber stocks against the opportunities 
for constructive use in underdeveloped areas leads me to the conelu- 
sion that titles I and II authorizations should be substantially in- 
creased. I recommend a minimum of $3 billion in a letter earlier 
this year to the Senate majority leader. I set the amount at double 
the current title I authorization out of the firm conviction that having 
reached this maximum authorization, additional quantities of food 
should be put to constructive use. 

(3) Active consideration is now being given provisions of bills 
before you for establishing food reserves in recipient nations. Addi- 
tional quantities of food used in this manner will, as far as farm inter- 
est in the United States is concerned, have the same net effect as an 
increase in the title I authorization. I urge your approval of section 
501 in H.R. 6526 and H.R. 6530. 

(4) The amendment proposed in testimony of Mr. Clarence Miller, 
under which grants may be made under title II for economic devel- 
opment work projects, is to be commended. We urge greater use of 
the voluntary agencies in developing local interest in work projects 
to relieve unemployment and famine. 
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Also, we feel that the authorization for grants to meet famine con- 
ditions should be set at not less than $250 million annually as provided 
in H.R. 6526 and H.R. 6530. 

(5) To overcome some of the problems which arise between agen- 
cies of the Government over the details of administering Public Law 
480, it is proposed in H.R. 6526 and H.R. 6530 that there is an Admin- 
istrator established who would report directly to the President. We 
believe there is merit to this proposal and urge your careful consid- 
eration. You will recall the valuable overall direction given to food 
utilization by a similar procedure during World War ITI. 

To assist in the administration of an expanded program of food 
for peace, we believe also that it would be helpful to provide for a 
committee of distinguished citizens to serve in am advisory committee, 
something like the Marshall Plan Advisory Committee. 

(6) We fully support the work being done at the present time by 
CARE, CROP, and the other groups and religious organizations 
represented in the American Council of Voluntary Agencies for 
Foregin Service, Inc. We urge that all possible means be used to 
expand the use of food and fiber in the activities sponsored and 
operated by them. 

(7) We urge that Public Law 480 be amended to authorize expen- 
diture of local currencies owned by the United States (a) in the 
financing of technicians and other personnel of the United Nations 
specialized agencies whose work is related to relieving chronic hunger 
and malnutrition and (6) in activities of the “Free the World From 
Hunger” campaign of the Food and Agriculture Organization of the 
United Nations. 

(8) The Department of Agriculture continues to reject a substan- 
tial number of barter contracts submitted for their approval. We 
fully support the review of the barter program being made by the 
committee to determine its proper role in the Public Law 480 
program. 

(9) It is almost inconceivable that economic growth and expansion 
can take place where 90 percent of the people cannot read nor write, 
where ihean is prevalent, and where children are needed at home 
for work required for sustenance. We therefore believe that in your 
deliberations attention should be given to all possible means of using 
food and fiber to build schools and to further universal free systems 
of general and vocational education. 

(10) To help bridge the gap between present unilateral and bilateral 
action in programing food and fiber into needy areas of the world 
under concessional terms and the means to a workable multilateral 

approach along the lines of an international food and raw materials 
reserve bank, we urge you to give consideration to making food avail- 
able for use through United Nations by its specialized agencies. 

Tam an advocate, as members of the committee know, of greater mul- 
tilateral effort in making food and fiber available to needy areas on 
concessional terms. 

I believe that this approach is the solution to present as well as 
future controversy between exporting nations regarding concessional 
sales, and loans and grants of food. 

One of the problems that an international food and raw materials 
reserve or an international development corporation could cope with 
that cannot be adequately dealt with in bilateral operations is the prob- 
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lem of distribution in recipient countries. We know, for example, that 
hungry people are paying exorbitant prices for food because of the 
artificial scarcity conditions which are imposed on the market when 
ample supplies are in fact available. This as well as other problems 
such as the protection of legitimate commercial markets could be better 
handled under multilateral arrangements. 

I appreciate your courtesy and I will be glad to answer any questions 
that you have on any of the suggestions submitted for your considera- 
tion that Iam capable of answering. 

The Cuairman. We thank you very much, Mr. Patton, for your 
very competent and constructive statement. 

I think you know that Public Law 480 and the programs pursuant 
thereto have been more or less universally popular. 

Mr. Patron. Yes, sir. 

The Cuarrman. I don’t know any Members of Congress who are 
opposed to them. I think just about everybody is in favor of this law 
and the extension of the law, and I have said before that I think the 
programs that have been operated have been remarkably free from 
criticism. 

Do you know of any criticism of the program other than the con- 
structive suggestions that you have offered? I mean by that, we heard 
yesterday for the first time somewhat of an indictment of the barter 
program or the administration of that program, but I pointed out to 
the witness that as chairman of the committee I had received no such 
complaints. Have you in your travels around the world received any 
complaints or do you have anything to report to us 4 

Mr. Parron. No; I have not, Mr. Chairman. I have been surprised 
at the minimum amount of criticism I have heard by representatives 
from other exporting countries. I think in the main the program has 
been handled in such a fashion that it has minimized criticism. 

I have had both conferences and individual discussions with our 
Canadian counterparts in the farm organization field and I must 
say there is a very minimum of criticism and it doesn’t relate so much 
to Public Law 480 as it does the Commodity Problems Committee that 
operates as a subcommittee of the FAO. 

The CuHarrman. We had one criticism yesterday of a transaction 
with Belgium, I think, which we were told actually did displace a 
dollar transaction. But we will explore that further and have Mr. 
Palmby come back and give us the information. 

I do know, and I am sure you do, that welfare organizations like 
CARE and other church organizations are anxious to do everything 
possible to expand that program. And I will tell you that I agree 
with the views that you have expressed with reference to long-term 
commitments. Mr. Poage has a bill before the committee which you 
referred to which will provide long-term benefits. Unfortunately 
those in charge of administering the program seem to oppose long- 
term commitments to undeveloped nations. 

I think Mr. Benson said they made some commitments for 2 years, 
and perhaps one or two for 3 years, but you advocate making them 
for as long as 10 years, and I think that is the date fixed in Mr. 
Poage’s bill; isn’t it? 

Mr. Parron. That is right. 

The Cuairman. I don’t think there is any doubt that we are going 
to have a surplus program with us for many years to come. The 
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Secretary’s main objection to making long-term commitments was 
that we might find ourselves in a situation where it would be neces- 
sary for us to go out into the open market and buy up crops to deliver 
pursuant to the agreement. 

Certainly that can be taken care of by a provision in the contract 
that will provide that in such a situation we would be relieved of any 
further responsibility to deliver. ; 

I think that is a matter for the lawyers to take care of. 

Are there any questions ? 

Mr. Parron. Mr. Chairman, may I comment on your statement ? 

The CHatrRMAN. Yes, sir. 

Mr. Parron. I have a very strong feeling that we should be in a 
position to make long-term commitments for another reason other 
than those that I have stated, and that is that I am convinced from 
what I have learned from some of our own people as well as people 
from other nations in traveling around that both Communist China 
and Russia are going to be in this world food market in just a matter 
of a few years. 

As a matter of fact, they are already dabbling around in it and I 
think we need a food policy, quite aside from any politics involved, 
that says in effect we are going to use food over a long period of time 
as an instrument of the free world in the struggle against totalitarian 
communism the leaders of which can do most anything they want to 
without regard for the interest of individual citizens. 

I was told by one of our people, when I was in Hong Kong that 
the Chinese already—he is one of our officials who didn’t want to be 
quoted directly in a private conversation—coming into the cotton 
market and particularly the manufactured textile market and saying 
something like this: You get the best price you can get anywhere 
else in the world and we will better that by 15 percent. 

Now, of course, we know that they probably have to take it out of 
the hides of their own people or off the backs of their own people 
and have to ration them but it nevertheless seems to be a fact of life. 

A French correspondent told me in Tokyo much the same kind of 
a story. 

Furthermore, it seems to me, Mr. Chairman, that it is the re- 
sponsibility of the free world governments to do something about 
stabilizing the commodity prices in the world. Last year, according 
to the United Nations report, the loss in price level or loss through 
price drop in the commodity markets—raw materials market; it in- 
cludes more than food—was six times as great as all the foreign aid 
granted by all the countries of the world. 

I don’t have offhand the statistics but I would guess that probably 
if you took the Colombo plan as well as the foreign aid that we are 
granting and the aid that the Germans are putting into the world 
unilaterally, you would have somewhere in the neighborhood of $6 
billion of aid. 

If the drop is six times that amount, it means a drop of $36 billion. 

The CuHatrrMan. You mean in tax income? 

Mr. Parron. In the commodity prices received by primary pro- 
ducers. This loss to primary producers and the continuing instability 
of the raw material market has a very unstabilizing effect, politically 
as well as economically, in raw materials countries which are the 
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underdeveloped countries, really. That the only thing they have to 
buy foreign exchange with, is basically raw materials, and in many ° 
instances it is the different forms of agricultural products. | 

I maintain that longer term policy in relation to Public Law 480 
would help bring stability to the developing—I like to call them 
developing r rather than underdeveloped—the developing countries 
of the world and at the same time keep our head under the tent, so 
to speak, rather than letting the Communists get their head under ‘the 
free world tent via the route of food. 

And I understand, I was told on my recent trip by people whom 
I consider to be reliable, some of our own people, that the Chinese 
on a three-leg arrangement were getting cotton out of Egypt, and, 
of course, they are producing some of their own cotton, and using 
it in turn to a third country, to a developing country as a means of 
getting their foot in the door. 

So I think, Mr. Chairman, that as much as I think of the program 
from the standpoint of aiding in the stability of American agri- 
culture, I think it is of equally vital importance to the long-term | 
interests of American foreign policy. | 

The Cuarrman. Well, is FAO doing anything at all in that regard? 

Mr. Patron. Well, so far as I know, not in terms of actually being | 
in the distribution of food. 

The Cuarman. In other words, that organization is doing nothing 
to stabilize world prices in the food ‘market, so far as you know? , 

Mr. Parron. They are not—of course, they are not authorized, ) | 
I don’t believe, Mr. Chairman, to do anything. They have made | , 
lots of studies, but they 

The Crarrman. I don’t mean to take any action by treaty, but do 





you know whether they have any commission or ‘committee that 
studies the problem of world food market prices ? 
Mr. Parron. Yes. They have had a standing committee, Mr. 
Chairman, of professional people studying. 
The Cuarrman. Mr. McIntire wants to ask you some questions. { 
Mr. McIntire. First, Mr. Patton, may I express my appreciation 
for your statement this morning. i 


I would like to ask your thoughts i in relation to the importance of 
market development funds from these foreign currencies. The 
figures which we have before us show that during the life of this | 
program we have developed 1.4 percent of these funds in market 
development work. I appreciate that in some specific countries that 
runs much higher and in other countries it is zero, but the average 
is 1.4. 

Would you care to comment on what your opinion is as to whether 
we are moving along fast enough in this regard or whether more | 


tae. bg tee 


funds should be committed in this area of use? 

Mr. Patron. I may have access but I haven’t checked on the figures 
for individual countries as such. I have the total figure in my pre- 
pared statement, Mr. McIntire. But my impression is that in just 
traveling and visiting with my counterparts in other countries of 
the world that the market dev elopment program has been a very 
good thing. 

I would cite only one example that I know about firsthand, and 
that is the increase in consumption of wheat and bread in Japan 
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and areas similar to that which has been very, very dynamic and 
very challenging. 

Mr. MclInrime. I believe West Germany on poultry and possibly 
Italy on poultry at this time are two others in this area. There 
would be others. We are advised that there are now 21 authorized 
uses for title I money. ‘This generates a good deal of competition 
at the negotiation table as to what these funds are to be used for. 

Do you think it is important that we perhaps strengthen our sup- 

rt or indicate our firm support in this area of market development? 

Mr. Parron. Yes,I do. I think it has two aspects, Mr. McIntire. I 
have the feeling that the commercial markets of the world are almost 
always filled, either by our products or someone else’s, but the people 


- of the world do not have enough money to buy all the food that they 


would like to buy, if you take the world as a whole, and particularly 
the underdeveloped areas. 

So you actually have two markets which I will choose to refer to 
as the commercial market which is always filled, and the other market 
which I call, for lack of better terminology, the social market which 
is not filled. The social market obviously does not compete with the 
commercial market for the simple reason that folks don’t have the 
wherewithal to buy. 

But I think the part that market development can play is to insure 
movement of our products into the market as the social market be- 
comes a commercial market. Because if our various programs suc- 
ceed, then over the long pull the social market should become smaller 
and smaller and the commercial market larger and larger. And 
certainly as we make progress in the world, the market development 
is an important factor, particularly in a world in which I would say 
practically every other country other than the United States has a 
substantial governmental control of foreign trade, either by currency 
control or direct control or quotas or various types of restrictions. 

And in some countries which we consider part of the free world, 
there is absolute control on the part of the government. 

Mr. McIntrre. You mentioned China on the cotton textile market 
and offering 15 percent less. 

Mr. Parron. Yes, sir. 

Mr. McIntire. I was told the other day as an illustration of this 
instance—I can’t support it because it was just commentary—that the 
Russians were offering goods to Turkey and they were asked the price 
and said, what would be the equivalent to $6,000, and the answer was, 
We can get them for $2,000. Allright. Our price is $1,900. 

Just how do you compete with that kind of competition? In other 
words, these are generally accepted facts. This is the way they trade. 
Do we compete by just going in and underbidding them through a 
funding program at our public expense or just how do you compete 
with that kind of thing? 

Mr. Patron. Well, I think, Mr. McIntire, that that kind of com- 
petition, if you want to call it that, is really cutthroat. It isn’t 
competition. It is economic throatcutting. 

Mr. McIntire. But that is their technique. 

Mr. Parron. Yes. It is their technique. 

Mr. McIntire. We are not—— 
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Mr. Parron. But I feel that the answer to it, Mr. McIntire, for 
the long pull falls in two fields. One, in increasing the number of 
international commodity agreements, such as the sugar agreement and 
wheat agreement and others, to create as nearly as possible an orderly 

trade and to protect the equality of the market so that the United 
Stntes, for example, doesn’t take all the market away from New 
Zealand or from Australia, or vice versa, and then the movement 
into the social areas, as I call it, of substantial quantities of food. 

The only regret I have is that we don’t have some kind of an 
arrangement where, as is supported by the Atlantic Congress, not 
only the United States but the other countries of the free world have 
a coordinating relationship where we don’t get in each other’s way, 
and I think for the long pull that that is the right kind of an 
answer to the Communist world because such action on the part of 
the free world would be based on law and order, and moreover, it 
is right ethically. Over the long pull more cooperation and prior 
agreement is the thing which will prevail, in my opinion. 

But there might be instances where it would be in the public interest 
to meet them head on by doing obviously what they have to do, which 
is to take it out of the economy somewhere else. If they lose $100 
million on one deal, they certainly are not so skillful that they don’t 
have to take it out of the economy somewhere else. 

Mr. McIntire. Yes, but we can’t write off Government bonds as 
they write them off. We can’t demand savings invested in Gov- 
ernment bonds and then declare as of 9 o’clock this morning they 
are just scraps of paper. 

Mr. Parron. No; and I don’t think we should. I can conceive 
there might be a time that we have to meet them as we do on mili- 
tary preparedness and substantially subsidize the efforts, but I don’t 
think that is in lieu, or should replace, orderly or legal or ethical 
agreements between the free nations of the world. 

“Mr. McInrire. In connection with these long-term contracts, of 
which there has been a great deal of discussion, it seems to me it is 
not completely appropr iate to put this in the framework that failing 
to write these is necessarily on our side of the negotiating table, 
Failing to write these in many instances, I believe, is “due to the fact 
that there is no desire on the part of the recipient country to make 
commitments on a longer term basis. So you have got two sides 
on this table and it doesn’t all rest on our side of the table. 

Is that a fair observation ? 

Mr. Patron. Yes. I think there are instances, and I am told that 
in certain countries that really need the aid that there are those 
interests, as there are I suppose everywhere, but there are those 
interests, particularly processors and handler interests, who are of 
substantial inffuence in their respective governments who don’t want 
additional supplies to come in because they have a very nice scarcity 
situation to deal with. 

Now, I can’t say that I know that firsthand. I am merely told that 
by citizens of the nations represented in the International Federation 
of Agriculture Producers. One of the problems we have had in that 
organization is to always identify which interests are speaking when 
we get this question up for debate. 

Mr. McIntire. Thank you very much. 
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The Cuarrman. Mr. Poage. 

Mr. Poaaeg. I just pada to say, Mr. Patton, while I had intended 
to ask you a few questions, I think you covered practically what I 
had in mind, and I don’t want to take the committee’s time. We have 
lots of other witnesses to hear. 

But I do want to review the proposal to make long-term contracts 
on which people can rely because it is utterly impossible for me to 
conceive how a developing nation can plan from year to year unless 
they can know what they can do for something more than 1 year 
at a time. 

I think I am correct in assuming if a nation, particularly one that 
is quite limited in its resources, makes plans for use of these com- 
modities from the United States and begins using them and then 
suddenly has the rug pulled out from under it so they are no longer 
available, they are probably worse off the second year than they 
were the first. 

It seems to me this hand-to-mouth dealing carries with it the possi- 
bility of utterly destroying the foreign government, and in many in- 
stances the nation along with it. In my mind it is quite important 
from their standpoint as well as our own and it makes good business 
sense that we know what we can do from year to year. I can see no 
merit to the contention that we might find that we were not going to 
have surpluses sometime in the future. 

We are going to be in the market selling agricultural commodities 
certainly for the next 5 or 10 years. If we find that it is advan- 
tageous to us to move commodities that are in surplus now, we might 
very well find it would be to our advantage to even go out in the 
market and buy commodities to meet our contractual obligations. 

Everybody else makes such contracts. I don’t see why the Govern- 
ment can’t make such contracts. Even little operators like I am 
contract something for future delivery. What is wrong with it? 
When you and I contract to deliver we have to make good. Why 
should the United States be afraid of an obligation of this kind? 

I don’t see why the U.S. Government can’t contract to deliver. 
It seems to me that there is nothing wrong with it. 

Do you see anything wrong with the idea of the U.S. Government 
committing itself to deliver commodities that we know the Nation 
would want to export ? 

Mr. Parron. I certainly do not. I want to comment on what you 
stated with relation to the developing nations of the world. What 
you do on a 1-year basis frequently is just postponing a certain 
amount of starvation, and unfortunately you rescue the people who 
are nearest to starvation. They come first. And you just postpone 
the trouble. 

So far as contracting is concerned, I think we should contract. We 
should make a firm commitment over a period of years, and further- 
more I think that. we should have a food policy developed by the 
Congress of the United States, speaking for the people, which says 
that we are going to be participating in this effort for an indefinite 
period of time and that the food policy shall be established, produc- 
tion policies shall be established, from year to year in relation to 
the supplies available to meet our commitments. 
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In other words, I can see the time down the road, as dim as it 
might seem at the present time, where we may need to put a rather 
substantial drive on increasing certain production. I can conceive 
that we might need to increase production of wheat and cotton if we 
really get to rolling in the world. If, for example, Asia were to come 
to eat as much bread as Japan is now consuming, and she is just 
beginning to be on her way, as you know, she is the largest customer 
we have for wheat right now, but if the rest of Asia began to roll in 
that same fashion, I can see the time down the road where instead of 
talking about our surpluses we might need to increase our production, 
And if the Asians come to have just one good solid cotton gown or 
dress that is really of first quality that they don’t have to use for 10 
years at a time, I can see where we—and then if you did the extreme 
thing of finally putting a mattress under them, you would really have 
to gun production. 

But I think as a part of policy, not just as a part of disposing of 
food—and I -don’t like the word “dispose” in relation to food—but 
as a part of policy we ought to say to the yet uncommitted countries 
of the world that we, the greatest democracy in the world, are willing 
to commit ourselves for a period of years to help them succeed in 
making democracy work because they can’t do like the Russians can 
or the Communists in China. A democracy, if it functions as a 
democracy, and the people have a right to vote, if the people produce 
a thousand units of whatever it is, then until the people’s needs are 
filled they pretty much have to let them use a thousand units. That 
is not true in Russia or Communist countries. 

They say, “You produce a thousand units. We will ration them. 
Five hundred of them you can have and the other 500 we use to beat 
the United States and the free world over the head in economic 
warfare.” 

So, as an interest of democracy itself and of maintaining this—and 
we don’t have forever, Mr. Poage, to do it; the decision is going to be 
made in the next 10 or 15 or 20 years—we ought to be willing, it 
seems to me, to commit ourselves, and this is more than just a com- 
mercial matter. This is the vitality of life, of the free life that we 
know. I may sound extreme but I really feel that this is a major 
matter of concern that runs completely beyond agriculture to all the 
people, not only of the United States but of the free world. 

Mr. Poace. Thank you. 

The Cuatrman. Thank you. 

I have a statement before me which indicates that in some parts of 
the world the population uses about 2 pounds of cotton a year com- 
pared to 206 pounds in the United States. I understand you to say 
that if we can increase the use of cotton in other countries, we can 
use all of the cotton we produce. 

Mr. Parton. Yes, sir. 

The Cuairman. Any other questions? 

Mr. Suorr. Just one question, Mr. Patton. I also come back to 
the chairman’s remarks in this matter of dealing with these unde- 
veloped countries. If this is going to be in the longtime interest of 
American agriculture, don’t we have to look to the day when our 
foreign country customers are going to be able to pay a price that 
would be a fair price to our American farmers? At the present time 
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we subsidize them on everything we sell, even for the commercial 
demands that you were talking about a little while ago. You have 
been around the world in some of these undeveloped countries con- 
siderably. You have seen what the potential is. Do you think there 
is any possibility in the not too distant future of those countries being 
able to pay enough to us so that it would be a fair price to our Ameri- 
can farmers without having to be subsidized ? 

Mr. Parron. Mr. Congressman, first, let me say that I think we 
ought to get a fair price. 

r. Suort. I think so, too. 

Mr. Parron. And I think everybody agrees that unless it is in the 
public interest that subsidies as such are not desirable. I am opposed 
to subsidies per se. 

Mr. Suorr. At times, we have to do these things. 

Mr. Parron. Certainly. And furthermore, I feel personally, and 
my organization supports it—I feel certain that these ought to be 
loans rather than gifts. I do not think that a gift does anything. 
In the long term, it seems to me, it will have to be made on a step-up 
basis. The problem of the American States is that we are in the 
eyes of the people of the world, the richest people—we are very, very 
wealthy people. We wake up in the morning taking more things 
for granted than most people in the world work a lifetime to have. 
So our problem is to close the poverty gap, as I call] it, not by bringing 
our standard of living down, but by aiding them to bring theirs up. 
And as they come up, as they are able to industrialize and use less 
and less manpower in agriculture and more to produce industrial 
goods, we will have not only a better market, but they can afford 
to pay a much better price, and more of them can pay a better price 
and the market demands will be such that we will be able, in my 
opinion, over a period of years to do that. I cannot predict how long 
it will be. I think it depends very largely whether or not we and the 
Atlantic Community, which is the industrial area of the world, are 
willing to invest sufficient quantity of capital to enable countries like 
India and developing countries in Africa to meet the challenge which 
is obviously going on by the forced economies of the Communist 
countries. I think we ought to get a fair market price. I do not 
agree with those who think that the American farmer ought to take 
one price in America and another price somewhere else. I do not 
know of any manufacturer who does it. He gets a good price. And 
I am for him getting it. 

Mr. Suorr. The part that disturbs me just a little bit and, cer- 
tainly, I am not an authority on this subject—I have never visited 
these foreign countries—it seems to me that these undeveloped coun- 
tries that we are looking to as potential markets for our agricul- 
tural products and many other products, if that country is going 
to start raising its standard of living wherever it is possible, the first 
thing they will have to do—and there are some countries where it is 
not possible, I will grant you—wherever it is possible, the first thing 
they will have to do is to raise their agriculture production. That 
is the thing they can do the easiest. Every individual in that country 
can raise a little bit better garden and do a better job of taking care 
of his food necessities through the food that he raises. As that 
happens, and our population expands tremendously, we will have a 
race with their population growth as to whether they are going to 
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furnish agricultural needs of their country, or whether we will do it, 
Think of South America, the potential production is terrific. It is 
undeveloped. We talk about expanding our markets for wheat down 
there. I, certainly, hope we can. I think we probably can by doing 
a little promoting in the marketplace. 

By the same token, you have to give some thought to how badly 
that country actually needs the wheat or will need it in years to come, 
as the country itself develops. I think specifically of Brazil, for 
instance, which has tremendous areas, an undeveloped country with 
potentially great production. 

The Cuarrman. Mr. Gathings. 

Mr. Garuines. I want to thank you for your statement. 

Mr. Parton. Thank you. 

Mr. Gaturnes. I would like to ask you to elaborate a little bit on 
the degree of the billion dollar suggestion that you made in regard 
to this, that there should be expanded programs under title I and 
title II and that $3 billion should be made available by the committee. 
I just wondered what part of that $3 billion you would place in the ( 
title I feature of the bill and what part in title II? ) 

Mr. Parron. I think that the way I would feel about it is that all | 
of it should be in title I. 

1 





Mr. Garutnes. That the $3 billion be made available for title I, . 
moving our surplus into exports? 

Mr. Parron. For local currency. 

Mr. Garutnes. These uses that are already in the act suffice, don’t I 
you think? ] 

Mr. Parron. Yes; I think we could expand the uses. Ithinkthere |  ¢ 
is enough authority, Mr. Gathings. On the $3 billion, my reason | 
comes back to the long-term policy question. a4 

Mr. Garuines. The long-run policy, I agree, be made available by e 


loan and having it available to these countries when they need them. a 
Mr. Parron. Yes, sir. n 
Mr. Gaturnes. Thank you. r 
The Cuatrman. Thank you very much, Mr. Patton. We are glad T 

you could be with us this morning. fi 
Mr. Parron. Thank you, Mr. Chairman. I would like to take this p 

opportunity to express my appreciation again for the work of your- SI 

self and the wonderful committee work. This to me, is the most out- p 

standing committee in the Congress. Maybe it is because this is my 

field of specialization. tr 
The Cuatrman. We all agree with you on that. [Laughter.] m 
Mr. Parron. Thank you very much. re 
The CuHamman. Our next witness is W. D. Lawson, Sr., Gastonia, hs 

N.C., representing the National Cotton Council. | 

th 

STATEMENT OF W. D. LAWSON, SR., NATIONAL COTTON COUNCIL | jy 
OF AMERICA, GASTONIA, N.C. | to 

Mr. Lawson. My name is W. D. Lawson. I appreciate this oppor- or 
tunity. I am speaking for the National Cotton Council of America. | ur 

As you know, the National Cotton Council represents the six primary | pr 

cotton interest groups—the producers, merchants, ginners, ware- | py 

housemen, spinners, and cottonseed crushers. The National Cotton | ; 
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Council has supported the Agricultural Trade Development and 
Assistance Act, generally known as Public Law 480, since its incep- 
tion. Approximately 3.5 millions bales of cotton have been author- 
ized for export under title I from July 1954 to date. Additional 
uantities are expected to be authorized under current funds. 

The council also favors the continued use of section 104(a) funds 
under this act for market development. A separate statement is 
being submitted on this subject. 

The council recommends that Public Law 480 be continued on a 
temporary basis as an assistance in disposing of agricultural surpluses 
to those foreign countries which have insufiicient dollar exchange to 
finance their cotton requirements. 

H.R. 7983 would accomplish this objective, however, it also con- 
tains provisions regarding barter which the council believes are detri- 
mental to the export of American cotton, I will speak only on the 
barter aspects. 

During the fiscal year just ended, the Department of Agriculture 
estimates about 500,000 bales of cotton moved under barter. Accord- 
ing to USDA figures about three-fourths of this cotton was exported 
to the United Kingdom, South Africa, Belgium, Japan, Canada, 
Italy, Hong Kong and the Netherlands, all of which have liberalized 
their import si exchange regulations so that mills can buy any 
amount of cotton they want from anywhere for dollars. 

During the past year barter discounts to cotton merchants by the 
metal importing firms have ranged from 6 to 20 percent and we have 
heard of recent offers up to 25 percent. To the extent these dis- 
counts are passed on they enable lower prices on U.S. cotton. This 
may have resulted in a few sales at the moment by making U.S. cot- 
ton cheaper than cotton from say Mexico, Brazil or Pakistan. How- 
ever, other growths have much greater flexibility in selling prices 
and sellers of these growths have usually found ways and means of 
meeting the barter price. In the main, the barter program has 
resulted in a shift of business in American cotton among the various 
U.S. firms. Since these are complicated transactions, most small 
firms with low capital and small staffs have not been able to 
participate and the result has been to shift this business from the 
small to a few large firms. Expansion of the barter program as 
proposed would accentuate this shift. 

It is obvious that the program has not materially increased U.S. 
trade since cotton exports this season are going to total less than 3 
million bales. Sales of foreign cotton have not been significantly 
reduced by the barter program since all other exporting countries 
have sold practically all their exportable cotton this season. 

As a matter of fact, the barter program has been another factor 
that. slowed sales of U.S. cotton. The hope for lower prices through 
barter has caused buyers to hold off purchases and buy only on a hand- 
to-mouth basis. 

Discounts on a transaction basis and not across the board cause 
great confusion and uncertainty in foreign markets. Immediately 
upon consummation of a barter transaction, the corresponding cheap 
price, the word spreads all over the market and regular sales stop as 
buyers hope for lower prices through the program. We have had 
many delegations visiting our office with the same hopes or complaints. 
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It causes unfair competition between mills in the same country and 
unfair competition between countries. 

There is no doubt that price uncertainty has slowed export sales 
in recent months at a time when foreign countries should have been 
buying for shipment after August 1 to rebuild stocks. Export sales 
should be a million to a million and a half bales above the amount 
needed for consumption just to rebuild stocks to normal levels. If 
price uncertainty can be eliminated we think stocks will be rebuilt. 

Furthermore, the council does not believe that an additional dis- 
count of up to 20 percent is warranted over and above the subsidy 
the Department of Agriculture has established of 8 cents a pound for 
the 1959-60 season. This 8-cent subsidy should be adequate. An 
additional subsidy of 3 to 5 cents per pound increases the already 
serious disadvantage of our domestic mills. A uniform price policy 
across the board that applies to every buyer in every country alike 
is much fairer and more orderly. Also an across-the-board subsidy 
is much fairer to the small shipper who is unable to take part in the 
barter transactions. 

The National Cotton Council assures you that the barter program 
is not helping U.S. cotton. Its primary benefits accrue to the dealers 
in and producers of the imported materials. The heavy and perhaps 
useless cost of those materials should be charged where it belongs 
and that certainly is not to the cotton program. 

The council believes the barter program for cotton is not necessary 
and should not be continued. 

Thank you. 

The Cuarrman. Thank you, Mr, Lawson. Can you give the com- 
mittee any information about this 20 percent discount that you re- 
ferred to as being unwarranted ? 

Mr. Lawson. I think there are three principals in the transaction, 
the metal importer, the CCC, and the cotton exporter. In other 
words, the metal importer has an approved metal for the stockpile 
which the CCC will buy at a given price. 

Say, he has a million dollars worth of metal that he can sell to 
CCC. He goes to the cotton exporter and says, “What will you sell 
me a million dollars worth of cotton for to be exported ?” 

Then they make a contract. The metal dealer sells the metal to 
the CCC. The CCC gives him a credit which he in turn gives to 
the cotton exporter when he buys the cotton from the CCC. The 
metal man remits the 15 or 17 or 20 percent. That is not a profit to 
the cotton exporter because he passes that on to the foreign mills to 
whom he sells because he has to make the U.S. cotton cheaper in order to 
sell it. This amounts to a discount of 2 or 3 or 4 or 5 cents a pound 
under the regular price to the foreign buyer. 

Those sales are demoralizing the foreign market. If you offer 
Regular Middling 154, export cotton under the subsidy 29 cents, and 
then through a barter deal, another merchant offers the same quality 
cotton at 25 or 26 cents, it upsets the whole foreign market. 

The Cratrman. I do not recall that I heard any figure as high as 
20 or 25 percent. 

Mr. Lawson. Yes, sir. It has been rumored. 

The Cuatrrman. I haven’t heard it before. 
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Mr. Lawson. We have records of discounts as high as 20 percent. 
It is rumored that some have been offered at 25 percent. 

The Cuamman. In the light of what you have said, if you made 
an accurate statement, it seems to me that the officials in charge of 
this program should be able to determine the profits that are being 
made by those who are in the barter transactions. Of course, they 
know what they are paying for cotton they buy on the market or 
from CCC. 

Mr. Lawson. That is right. 

The Cuatrman. And they know, or they could find out easily, it 
seems to me, what the trader sells the cotton for. 

Mr. Lawson. The profit is not in the cotton. That is a very small 
percentage. 

The Cuatrman. All right. But then it is a profit or not a profit. 

Mr. Lawson. There isa profit in it. 

The Cuatrman. CCC, ultimately is going to acquire the metal 
or the strategic materials. It seems to me that those in charge of 
the program should be able to ascertain at what price the American 
mill acquired the metal. 

Mr. Lawson. More than that, they could obtain that 20 percent 
themselves if they paid dollars for it. 

The Cuatrman. The reason I am asking you that question is it 
occurred to me that it would be simple for the administration to 
determine the profit. 

We have been trying to find out how much money has been made 
by these men who have been conducting these barter transactions and 
to ascertain if there is anything wrong and evil involved. One 
witness sat in that chair last week and told us that they could not 
determine the amount of profit. We asked those in charge of the 
Department of Agriculture how much profit was being made on 
these transactions, but they could not tell us. 

Mr. Lawson. You have three principals. You have the metal 
importer, and the CCC, and the cotton exporter. As to cotton ex- 
porter, we know what he sells the cotton for. We know he cannot 
make much money. 

The metal importer, certainly, is not paying that discount out of 
hisown-principal. I think it is Yareaciiathe to expect him to do that. 

Therefore, there is only one place that the profit can come from— 
that discount. It comes from the price that CCC pays for that metal. 
That is where it comes from. 

The Cuarrman. Don’t you think that CCC in conducting a business 
operation of that magnitude should be able to determine how much 
they are being gypped, if they are being gypped. 

Mr. Lawson. I would not want to comment on that. 

The Cuamman. I cannot understand if the cotton merchant. buys 
cotton at 20 percent discount and there is an 8 cents a pound subsidy, 
why he would not be a great factor in the world market. 

Mr. Lawson. That is exactly what has happened. 

The Cuarrman. He would not be foolish enough to give the foreign 
buyer of that cotton all of the advantages involved, would he? 

Mr. Lawson. Mr. Cooley, the barter program has gotten so big 
that when the metal firms get in the market for cotton for export, 
they contact many cotton firms and there is competition among the 

4427359 —— 34 
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cotton firms for the business. I think that these cotton firms would 
be glad to tell you they make a reasonable profit, and that is all. 

The Camm an. The cotton firms make a reasonable profit ? 

Mr. Lawson. Yes, sir, but nothing like 20 percent. 

The Cyamman. W ho would be making the 20 percent? That is 
what I am trying to find out. 

Mr. Lawson. The foreign cotton buyer, the foreign spinner is the 
one that gets the advantage. It is passed on to him in the form of 
cheaper c otton. 

The Cuarrman. All right. Suppose Mr. Joe Dokes gets into one 
of these transactions and he buys American cotton and sells it abroad 
in exchange for some material, and sells that to the CCC. We give 
him 8 cents a pound subsidy. You say that in addition to that, 
the Government gives the man a discount of up to 20 percent more? 

Mr. Lawson. Yes, sir; I am saying that. 

The Cuarrman. Allright. Now then, why should that 

Mr. Lawson. Wait, the Government does not give the discount. 
The metal importer gives the discount. 

The Cuarrman,. All right. 

Mr. Lawson. It comes out of the Government pocket. 

The Cratman. In other words, the only thing that the cotton mer- 
chant gets out of this would be the discount on the barter. 

Mr. Lawson. You mean profit. 

The CnHamman. That is not his profit. That is his purchasing 
figure. He can buy cotton at 8 cents a pound less than the prevailing 
price on the domestic market. 

Mr. Lawson. Plus the discount. 

The CHarrMan. Where is the discount ? 

Mr. Lawson. It runs from 6 to 20 percent. 

The CnarrMan. Six totwenty percent ? 

Mr. Lawson. Yes. 

The Cuarrman. Then I understand he gets another discount on the 
materials that he buys to deliver on the contract. 

Mr. Lawson. That is the 6 to 20 percent. 

The Cuatrrman. What? 

Mr. Lawson. That is the 6 to 20 percent. 

The Cuarrman. I cannot get it straight. In other words, the dis- 
count you are talking about is on the material and not on the cotton. 

Mr. Lawson. Right. 

The Cuamman. How m: uny of these transactions are you familiar 
with that you could tell us what the percent: ge of profit was? We 
have been trying here through all of these hearings to get somebody 
to tell us what these men have been making on these transactions, 

Mr. Lawson. Mr. Cooley, you are not asking what they make on 
the contract. You are asking what discount they are receiving. 

The CHarrman. Yes. 

Mr. Lawson. That is not the profit. 

The Cuatrrman. What is the profit ? 

Mr. Lawson. There is a reasonable profit, half a cent. $21/ 5 a bale, 
say, something like that—$5 a bale at the most. But you see, if there 
is $1 million of metal bought by the CCC from this importer, and 
in return for buying $1 million worth of cotton, the importer of the 
metal remits to the cotton e xporter 10 percent of SI million or $100,000, 
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then the cotton exporter is figuring on the $100,000 and reducing his 
orice by so much. 

The Cuatrman. There is a profit to every person in every trans- 
action, and I assume it would vary. 

Mr. Lawson. That is right. 

The CrarrmMan. There is no standard or uniformity ? 

Mr. Lawson. It is competitive. Of course, a cotton man will make 
as much as he can, but if you have a certain metals company buying, 
putting an inquiry out to five or six cotton exporting firms, then 
they all are going to be competing for this business. And the metal 
people tell them what the discount will be. 

The CrarrmMan. Then we have transactions over and above the 
normal imports. . 

Mr. Lawson. It upsets. 

The Cuarrman. How does it upset the cotton market? 

Mr. Lawson. It upsets the foreign markets because with prices 
jumping all over the board whenever these barter transactions come 
in, the normal price under the subsidy for Strict Middling fifteen- 
sixteenths landed in Italy would be 29 cents. Then 6,000 “pales are 
offered on a barter deal into Milan, Italy, at 25 cents, which every- 
body knows is way under the market. 

The Cuamrman. I know, but you must establish the fact that the 
barter transaction is over and above their normal imports of our 
commodities. 

Mr. Lawson. Mr. Chairman, I think under title I that most of 
these countries that are receiving this barter have been disallowed 
on account of that. I think they have been taken off. 

The CuarrmMan. Are you participating in any of the barter trans- 
action yourself ? 

Mr. Lawson. No, sir; Iam toosmall. 

The CuHarrMan. I mean, are you an exporter of cotton? 

Mr. Lawson. Yes. 

The Cuarrman. And export cotton in the world markets. 

Mr. Lawson. Yes, sir. But barter is too complicated. It takes a 
great’ many people on your staff. 

The CnamrMan. As * your statement about the complications in 
the barter transactions, I do not know many people who have sense 
enough to understand them. They have never been explained to me 
thoroughly. But it is a fact that somebody knows how to do them. 

Mr. Lawson. No doubt. 

The Crarrnan. I have people ask me, “How can I get into this 
business?” I do not know. “Go downtown and see if you can find 
out,” I tell them. “It should be very simple.” 

Mr. Lawson. We tried. When we got into it we said, “We haven’t 
got the staff to do it.” 

The Cuarrman. Mr. McIntire. 

Mr. McIntire. Let me ask a question to see if IT am way off 
track or whether I have an understanding of some aspects of this 
transaction. You mentioned that the importer of the metals is the 
exporter of the cotton. 

Mr. Lawson. Is the importer of the metal the exporter of the 
cotton ? 

Mr. McIntime. Yes. 
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Mr. Lawson. No. 

Mr. McIntire. Then he imports the metal ? 

Mr. Lawson. Right. 

Mr. McIntire. He purchases such as he can acquire. 

Mr. Lawson. Yes. 

Mr. McIntmer. Those purchases must be transferred to Commod- 
ity Credit at prices which are considered to be the world market 
price? 

Mr. Lawson. That is right. They are sold to the CCC. 

Mr. McIntime. The price at which he purchases the metal is not 
a price offer over which CCC has any control whatsoever ¢ 

Mr. Lawson. That is true. 

Mr. McIntire. They can only control the price of the metal at 
which they are going to turn it into cotton? 

Mr. Lawson. They control the price which they pay for the metal. 

Mr. McIntire. This importer of metals must keep in touch with 
the the source of cotton, must he not? 

Mr. Lawson. That is right, because he cannot sell the metals to 
CCC unless he exports in dollar amount the same amount of cotton. 

Mr. McIntire. If he is the importer of the metal, then must not 
he, also, be the actual exporter of the cotton ? 

Mr. Lawson. Yes, he can be. It is a contract between the cotton 
exporter and the metal exporter or importer. The contract is be- 
tween those two. I guess if you want to say it, he would be. 

Mr. McIntire. Who sets the price at which that cotton is going 
to be sold in the recipient country ‘ 

Mr. Lawson. The country itself. 

Mr. McIntire. What ? 

Mr. Lawson. The country itself, the buyers in that country. In 
other words, you have to offer that cotton. You want to get as high 
a price as you can. You know what the going price is. You know 
it has to be under that in order to make the sale. It has to be done 
in a shorter period of time, in 1 or 2 or 3 days, we will say. So you 
offer the cotton under the going price in that country. 

Mr. McIntyre. The only place where the margins can be gen- 
erated is in the purchase of that metal. 

Mr. Lawson. Right. The only place it can come from is the price 
that CCC pays for it. 

Mr. Mcintiee. And the difference between what he buys that 
metal for and the price CCC pays for it, generates his ability to go 
out and purchase this cotton for less. 

Mr. Lawson. Yes. 

Mr. McIntire. How does he convert that price into a lower price? 

Mr. Lawson. He does not do it. It is a question of dollars with 
CCC. They have to export the same amount of agricultural product 
in dollars as they purchase in metals. 

Mr. McInrme. Yes. 

Mr. Lawson. It is just a question of dollars and cents. ‘That is, the 
export and the import have to be the same identical amount. 

Mr. McIntire. What I was trying to call attention to is that I 
recognize you generate the margin by the difference in price of the 
metals and what CCC pays for it. 

Mr. Lawson. Yes. 
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Mr. McIntire. How does that importer convert that into a dis- 
count position where he is molec the world market, to the 
recipient country ? 

Mr. Lawson. With his discount. In other words, he has evidently 
obtained a price for his metal over and above what he paid for it. 
That allows him to give a discount to the cotton exporter. 

Mr. JENNINGS. Will you yield for just a moment ! 

Mr. Mciniirg. Yes. 

Mr. Jenninas. As I understand it, I have a dollar’s worth of cot- 
ton. You go out and buy a 75-cent watch, and trade that 75-cent 
watch to me for a dollar’s worth of cotton and sell it for 95 cents; 
you still have made a pretty good profit and upset the market. 

Mr. Lawson. That is right. 

Mr, McIntire. I can see that all right. Who is the trigger in this? 

Mr. Lawson. Who is what ? . 

Mr. Mcintime. Who is the trigger in this? Is it the metal dealer? 

Mr. Lawson. The metal dealer. 

Mr. McIntire. The metal importer is selling cotton cheaper than 
what he is paying for it for the simple reason that he has a profit on 
the metal. 

Mr. Lawson. Yes; of course, he buys that cotton from the cotton 


oe 
r. McIntire. He in turn is buying it in the open market or from 
the CCC. 

Mr. Lawson. Yes. 

Mr. Larra. Didn’t you, also, say that the discount to the cotton 
merchant was 6 to 20 percent, that he buys it from one of these large 
cotton merchants for 6 to 20 percent less, if he bought a million bales? 

Mr. Lawson. It works that way. He actually gives the discount 
after the transaction is made with CCC, he sends them a check for the 
discount on the metal. 

Mr. Latra. So he is working both ends. 

Mr. Lawson. He buys the metal, sells it to CCC and buys the 
cotton for export. 

Mr. Larra. Gets the discount on the price of the cotton and gets 
a discount on the price of metal. 

Mr. Lawson. He gives the discount to the buyer. He gives the 
discount to the cotton exporter. And by this discount, the cotton 
exporter is able to lower his price under the norma! price. 

Mr. Quiz. Will you yield ? 

Mr. Larra. Yes. 

Mr. Quis. In other words, in order to gain this 20 percent discount, 
he has to first purchase the metal for a certain price, then sell it to 
CCC for 20 percent more than he purchased it? 

Mr. Lawson. Yes. 

Mr. Quiz. If CCC was not willing to pay that much for the metal, 
he would not be able to give that big a discount ? 

Mr. Lawson. Or if CCC would pay dollars for it, they could get the 
20 percent discount themselves, 

Mr. Quire. If they want to purchase it for what he did. 

Mr. Lawson. Or just buy it from him. He gives them 20 percent for 
dollars. 

Mr. Quire. They give dollars, instead of wheat or a certificate for 
wheat or whatever the commodity is they give the 20 percent on. 


| 
| 
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Mr. Lawson. Whatever the discount is. 

Mr. Quire. One other question. The new provision goes into effect 
in August. 

Mr. Lawson. Yes. 

Mr. Quir. Does that mean that he, in effect, can get cotton from CCC 
at 37 cents a pound? He purchases the cotton from CCC and they 
reimburse him for that 8 cents. 

Mr. Lawson. No. The trouble is, you see, your cost of selling cotton 
and shipping it abroad are something like, we will say, 5 cents a pound. 
So actually, it is not a subsidy. It apparently is, because that relative 
difference is always there. But you might buy a certain grade of cot- 
ton, from the CCC and pay 24 cents a pound for it, but when that 
cotton was sold you would have to get 5 cents a pound more to take 
care of your charges, like ocean freight and agent’s commission, 
exchange, interest, and warehousing charges. 

Mr. Quire. Then the CCC reimburses ? 

Mr. Lawson. They sell the cotton at 24 cents, which they consider 
is 8 cents under the domestic price. 

Mr. Quire. And then he will have to export it? 

Mr. Lawson. He will have to export it. 

Mr. Quire. Therefore, he would have to reimburse CCC for the 8 
cents, if he did not export it? 

Mr. Lawson. Whichever is higher, the domestic market or the 8 
cents. If the domestic market is higher, he might sell some more. I 
mean, that is the penalty clause. 

The Cuarrman. Thank you very much. 

Mr. Tracun of California. The statements the chairman made sub- 
stantiates the impression I have had for a long time, the principal bene- 
ficiaries of the barter program, so far as cotton is concerned, are the 
metal importers and not those of the cotton. 

Mr. Lawson. That is right. 

The CHarrman. Well, the fact is, though, Mr. Lawson, that accord- 
ing to the evidence we have before the committee, as barter tranactions 
increased, dollar transactions likewise increased. As barter transac- 
tions decreased, dollar transactions decreased. And now our exports 
have dropped from well over 514 million bales of cotton to 3 million 
this year. 

Mr. Lawson. That is true. In 1957, they exported 7,600,000 bales 
of cotton. Of that the barter was 967,000. 

In 1958, they exported 5,700,000 bales, of which the barter was 
465,000 bales. 

This year they estimate there will be 2.8 or 2.9 million bales exported. 
Of which barter will be 500,000. 

Mr. Poace. The barter this year will be approximately 20 percent 
of the sum total, whereas in the year before, it was about 10 percent. 
In other words, the percentage of barter has gone up, nearly has 
doubled this year. 

Mr. Lawson. That is probably true. 

Mr. Poacr. The percentage of barter has gone up but the total 
amount of sales has not gone up. 

Mr. Lawson. I would venture to say that if people won’t pay 
dollars for any cotton, then they all want to barter for it. 
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Mr. Larra. I am sure your statement has made a significant con- 
tribution to these hearings this morning. I think you pointed out 
something that has been overlooked in the barter transactions and 
that is that it has a significant effect on the price of the commodity. 
I can see every reason why the prospective purchaser of cotton takes 
advantage of it. 

Mr. Lawson. That is right. 

Mr. Larra. He can buy that cotton cheaper, and certainly, it will 
have an effect on the price of cotton and an adverse effect on the cotton 
producers of the United States. 

Mr. Lawson. Yes, sir, of course. 

Mr. Larra. I think you have made a very significant contribution. 

Mr. Lawson. Of course, frankly, the law reads that it will not be 
used to upset prices and markets. I think that is part of it. 

The Cuatrman. Thank you very much, Mr. Lawson. 

Mr. Lawson. Thank you. 

The CuHarrMan. We will now call Mr. William C. Helmbrecht, Jr., 
of Dallas, Tex., on behalf of the American Cotton Shippers 
Association. 

Do you want to file the statement and speak extemporaneously, or 
would you rather read your statement ? 

Mr. Hetmerecurt. I would like to present the statement in full. 

The CHatrMan. We only have about 20 minutes remaining. 

Mr. He_mprecut. If you prefer, I can present my statement re- 
garding the barter provisions, if we might be given an opportunity at 
a later date to present the other matter. 

The Cramman. You better go ahead with your statement as it is. 


STATEMENT OF WILLIAM C. HELMBRECHT, JR., DALLAS, TEX., ON 
BEHALF OF THE AMERICAN COTTON SHIPPERS ASSOCIATION, 
ACCOMPANIED BY JOHN C. WHITE, COUNSEL 


Mr. He_merecnt. My name is William C. Helmbrecht, Jr., and I 
live in Dallas, Tex. I am chairman of the Foreign Affairs Commit- 
tee of the American Cotton Shippers Association, and am appearing 
for the association in opposition to the barter provisions of H.R. 7983. 

The American Cotton Shippers Association is the national trade 
organization of cotton merchants and exporters. Our individual 
members handle about 90 percent of the cotton sold to mills here and 
abroad. Its affiliates are the Atlantic Cotton Association, Arkansas- 
Missouri Cotton Trade Association, Oklahoma State Cotton Ex- 
change, Southern Cotton Association, Texas Cotton Association, and 
Western Cotton Shippers Association. Among the activities of the 
association under supervision of my committee are the relations with 
the various associations and exchanges in foreign importing countries. 
We have agreements governing the terms of sale and the arbitration 
of differences as to quality and deliveries with the Liverpool, Bremen, 
Ghent, Haver, Barcelona, Milan, Rotterdam, and Japanese exchanges, 
among others. 

I would like to add that all of those boards are recognized by the 
Department of Agriculture, and are signatories to the Universal 
Standards Agreement. 
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We maintain American expert classing representatives who sit on 
appeals for class in all principal foreign cotton markets. Jointly 
with the American Cotton Manufacturers Institute, our association 
maintains the Cotton States Arbitration Board at Atlanta, to settle 
any disputes arising from shipments to domestic mills, 

The American Cotton Shippers Association has been a strong su 
porter of sound Export-Import Bank loans to cover the credit nee 
of foreign countries consuming U.S. cotton. We are aware of 
important losses in this field. 

We have accepted somewhat reluctantly the foreign currency sales 
program, and are on record in favor of a temporary extension of 
Public Law 480 program, with the suggestion that greater care 
should be taken to see that foreign customers using their own dollars 
are not subjected to unfair competition. 

We are opposed to the barter program for cotton as unnecessary 
and costly and because it interferes with sales for dollars, creates price 
uncertainty and demor alizes markets. 

At it annual convention in New Orleans on May 8, 1959, the follow- 
ing reports stating the official position of the association with respect 
to the extension of foreign currency sales and barter were adopted. 

From the report of the committee on national affairs: 


FOREIGN CURRENCY SALES 


The association feels htat sales of cotton under Public Law 480 for foreign 
currencies may be harmful to our foreign customers using their own dollars. 
We therefore recommend that the law be so administered as to lessen this 
harmful effect. While we favor continuance of Public Law 480 on a temporary 
basis, we believe its authorization for any long term is unjustified 


BARTER 


This association has never been convinced that barter is an effective method 
of international trade. We recommend that the barter program for cotton be 
discontinued as unnecessary and costly and because it interferes with sales 
for dollars, creates price uncertainty, and demoralizes markets. 


= 
BARTER 


The relatively small number of barter transactions made to date have seri- 
ously disrupted the price structure for American cotton in countries where they 
have been consummated and have clouded the export picture generally. We 
seriously doubt that the value of the stockpile material obtained outweighs the 
demoralizing effect these transactions have had on export markets for cotton 


and the expense involved to the U.S. taxpayers. 

We therefore record our strong opposition to barter business in principle and 
request that this expression of our views and reasons therefore be transmitted 
to the proper officials in the Department of Agriculture and to the Senate and 


House Committees on Agriculture. 
BARTER UNNECESSARILY REPLACES DOLLAR SALES 


It is our belief that in the approaching season, any barter pro- 
articularly a virtually mandatory one, in addition to the 
export eae is useless, costly and demoralizing. 

It is useless because any cotton exported through the barter route, 
will replace a bale which could be exported for dollars. 
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It. is costly because barter discounts ranging from 6 to 20 percent 
can come only out of the U.S. Treasury in some way or another. 

It demoralizes our foreign markets because the spinners who-bene- 
fit from the barter discount place their competitors at a serious dis- 
advantage and any market which is a barter favorite, places competi- 
tive countries at a disadvantage. It further increases the price dis- 
advantage of our domestic mills. 

Barter business, moreover, is peculiarly unfair to smaller exporters. 
It can be utilized more easily by the largest firms. On the other 
hand, both foreign currency and dollar sales are equally available 
to large and small shippers. 

Our objection to barter is that, with an export subsidy, it is not 
necessary and disrupts price stability. It prevents the orderly sale 
for cash of U.S. cotton in foreign markets. Contrary to the premise 
that. barter disposes of surplus cotton which otherwise could not be 
sold, the barter program itself has been responsible for the loss of 
more U.S. cotton sales abroad than it has increased exports. Under 
the barter program, minerals delivered to the Commodity Credit 
Corporation are imported ex-quota and tariff-free. The overprice 
paid by the Government for the imported minerals, at least to the 
extent of the barter discount, has resulted in the expenditure of tax- 
payers’ funds in excess of the amount for which the stockpiled mate- 
rials could have been acquired by efficient negotiation on a cash basis. 
The maintenance of minerals’ purchase prices by the Stockpile Divi- 
sion of CCC seems to flavor the metals leg of the barter with a global 
price-supporting motive rather than with a purely stockpile objective. 

To our knowledge, there have been no instances where the metals 
import and the cotton exports have been handled by the same U.S. 
cotton exporter. The two fields are diversified and sufficiently tech- 
nical to Becuanas a participation in both fields by one firm. Asa 
result, a portion of the difference between the price at which the 
stockpiled items could be bought for cash and the price at which they 
are sold to the Commodity Credit Corporation is passed on to the 
cotton exporter as inducement to him to fulfill the metals importers’ 
obligation to CCC. The importance of the inducements can only be 
appreciated when it is realized offers of barter funds have been made 
this cotton season at discounts ranging between 6 percent and 20 
percent of the total export sales price of the cotton acquired from 
CCC stocks. We have recently heard that as much as 25 percent was 
offered to clear up some old contracts before next season, beginning 
August 1. These “barter discounts,” as they are termed in cotton 
circles, are in addition to the existing export subsidy paid out of tax- 
payers funds. The cotton merchandising business is highly competi- 
tive, so that a large number of merchants constantly strive for the 
same business in each foreign country. The barter discounts, there- 
fore, accrue almost in their entirety to the benefit of some particular 
foretgn spinner in the form of a cotton price reduction. 

The availability of barter contracts is limited and uncertain. It 
is extremely confusing to our spinner-customers to receive an offer 
today at 25 cents per pound, cheapened by the barter discount, and 
to be asked 28 cents tomorrow for exactly the same quality because 
a particular barter contract has been completed. Our customers 
abroad cannot price their yarn and textiles on the basis of spasmodic 
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purchases of cotton under the barter program because it probably 
will not be available at such a price when needed to fill their: com- 
mitments. They cannot wait or close their mills hoping for another 
barter opportunity. From the cotton aspect of the transaction, the 
discounts amount to unnecessarily increased export subsidies avail- 
able spasmodically only in arbitrarily selected countries to those 
particular spinners who are able to take advantage of a fleeting op- 
portunity when it arises. There seems to be no way for the cotton 
trade here or the mills abroad to anticipate these extra and unique 
subsidies. 

This barter program, by disrupting or threatening to disrupt prices 
everywhere abroad, is doing net harm to the export disposal of U.S. 
surplus cotton. The American Cotton Shippers Association makes 
this statement advisedly. I should like to read you a letter from 
the president of the Liverpool Cotton Association to our association 
giving their views in this respect. 

The date of that letter was June 8, 1959, which is omitted from the 
statement. 

Mr. 8. M. McASHAN, Jr., 
President, American Cotton Shippers Association, 


Care of Anderson, Clanton, € Co., Inc., 
Houston 1, Tea. 

Dear Mr. McAsSHAN: Thank you for your letter of May 30. We are also 
very strongly opposed to the barter business to which you refer. In our ex- 
perience the very fact that it is possible has an even worse effect than an export 
subsidy which may be altered arbitrarily at any time. In fact potential buyers 
have delayed their purchases until the last possible moment in order if possible 
to obtain their requirements at the barter price. In the meantime the prices 
of outside growths, in anticipation of more barter deals, generally tend to 
fall and this completes the vicious circle by setting a new and lower general 
price level for American and American-type cottons. We feel that the de- 
moralizing effect on export markets is completely out of proportion to the 
comparatively small amount of cotton business which results from such 
transactions. 

In Liverpool the bad effects are felt not only in the actual cotton market 
but in the futures market where confidence in forward prices is of the utmost 
importance. 

It appears to us that the overall damage to the U.S. export trade, together 
with the increase in American taxation which this practice must entail, have 
resulted in a most illogical situation which, if it is to continue, will militate 
against a restoration of stability in world cotton prices and of a recovery in 
international trade in cotton textiles—to the general detriment of the free world 
economy. 

Yours sincerely, 
E. R. Orme, 
President, The Liverpool Cotton Association, Ltd. 


Similar expressions have been received from other foreign markets. 

In your deliberations and reconsideration of the bar ter program, 
it cannot be overlooked that, internationally, all growths of cotton 
constitute a single pool. The major importing countries today do 
not have serious currency problems or cotton import quotas and 
duties, so the sale of cotton is limited only by the industry’s ability 
to consume profitably. If we should dispose ‘of a few bales of U.S. 
cotton by bartering with a country having balance-of-payment diffi- 
culties, our barter sale displaces some other growth of similar cotton. 
But that doesn’t make the foreign cotton” disappear. Experience 
shows that it will be sold in the same or another market tomorrow 
and eliminate what would have been an outlet for U.S. growth. 
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During periods of oversupply of cotton, which exists today on a 
significant scale, it is evident that the foreign seller of cotton with 
the greatest financial pressure to convert his crop into cash will meet 
or undercut the price level resulting from our barter program. The 
barter program is a built-in deterrent to our objective of keeping a fair 
share of the world cotton market and is one of the major influences 
tending to keep markets disturbed and mills unwilling to carry normal 
stocks. 

Any claim of additionality under the barter program is at best 
valid only for countries with balance-of-payment difficulties and 
import control. 

Japan, Hong Kong, Australia, Canada, and the major cotton con- 
suming countries of Europe are not eligible for cotton sales agree- 
ments under title I of Public Law 480 because of their inability to 
satisfy the additional requirements of the act. Yet over three- 
fourths of the cotton moving under the barter provision of title III 
currently is to these same countries under a presumed additionality. 

The Department of Agriculture has the responsibility for the deter- 
mination of additionality. Any supplemental information it may 
obtain from individual cotton exporters can relate only to a particu- 
lar sale to a given buyer. No individual shipper is in a position to 
determine overall additionality for any country. 

No additionality determination is required for Hong Kong and the 


“other so-called C countries. 


In some of these countries cotton acquired in barter transactions 
was applied to preexisting sales for dollars without price adjustment. 
» According to fiscal year 1959 (through June 6, 1959), statistics 
furnished by the Department of Agriculture identifying the desti- 
nations to which cotton has been exported under the barter program, 
less than 25 percent went to countries with balance-of-payment dif- 
ficulties and unidentified C countries. There is one instance where 
the barter program has worked a signal injustice. Hong Kong is 
a free port and enjoys complete freedom from foreign exchange 
restrictions; Hong Kong textiles can be sold with profits into the 
export market at prices which are usually cheaper than those from 
Japan and Europe; they are already the most disrupting factor com- 
petitively in the international textile markets. Yet, somehow, Hong 
Kong is a C country for cotton. A far greater proportion of the 
Hong Kong imports of U.S. cotton have enjoyed the cheapening 
effects of the barter program than the imports by any other country. 

Of the $38.1 million of barter cotton exported this season to June 
6, the following countries, with complete freedom of cotton imports 
for payment in free dollars, received over 75 percent of the total: 


Destination of cotton exports under barter program (1959 fiscal year through 


June 6) 

Millions 
preerinnda. fis od il i ee ee, I a ee $0.1 
PN Loita hl ct i RR te ees ed ais Carre ad 1.8 
Is EIS wien Licsegnptentagn ghee Puianpindtnnnigs hh eine piieigiaiitita Mili bi sie Tecan 8.2 
SU OIE... snaicucicatines nenintepnioh tsenciiadiensinad ainabsisdniatesiiietastuieieeteaiba eee 6.3 
Be gad soso shpaisopremroioes rain caper cokamte anaemia han ae 3.2 
I ee hatin had dpeniatnres spies cis Lhawratael sndngetmen cheosdeghtnastduiocseialiekdbtiia tele Aan 6.9 
PO CAMIOR Ss i a ee ee i ek cee, ee allel hs ee 0.1 
NIN in sep csccinat deinen ihe ubslgibe Nedioaastatesclielntesxadealiciesloas naiabasliinale maar 7.7 


Source : USDA. 
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The barter program is highly discriminatory to small exporters, 
The program favors the large. cotton merchants at the expense of the 
small- and moderate-size exporters. Barters are initiated by the 
mineral importers. Until a particular contract is balanced by cot- 
ton export commitments, funds are open to a given destination. A 
few large cotton merchants can and usually do contract in one gulp | 
most of the available cotton counterparts of the barters available. | 
Their risk is negligible because of the relative insignificance of the 
quantity involved compared to their overall operations. For a small 
merchant, like myself, the risk of guaranteeing the shipment. within 
a given time limit of a relatively large quantity to a country desig- k 
nated by the metals importers, sometimes where the number of | ¥ 
potential cotton buyers is limited and often where the most capable is 
selling organizations are those of the biggest cotton exporters, is much is 
more significant. Furthermore, the metals importers understandably 0 
prefer to contract for the cotton counterpart with only one cotton 
shipper rather than farming it out peicemeal to small firms, many of 
whom are unknown to the importer. Ww 

The present barter program, as it applies to cotton exports, stifles | 
competition among cotton merchants, impairs the selling ability of 
U.S. cotton at normal prices in the most important foreign markets, | — sl 
undermines confidence in world cotton prices, and increases sub- | 01 
stantially the cost to the taxpayer of the minerals stockpile program. 01 
It does not help agriculture and it has added to Government-held | bi 
stocks of minerals which have been declared recently to be in surplus | a! 
supply themselves to the extent of about half the total holdings. | $0 


Ne ee eee eee 


yy = 





Economically, barter is a backward step and the program, as applied ba 
to cotton, is not in the interest of the taxpayer. wi 
EXPORTERS’ PROFITS MISREPRESENTED wi 


My statement to this committee would not be complete without | 
calling attention to some misleading testimony which was presented me 
to you last week. Examples have been cited of unusually large profits —_ wi 
to cotton merchants in connection with sales made against Public pu 
Law 480 authorizations filled with cotton purchased from CCC stocks. spe 
The number of bales used in the example before this committee was | | 
5,141 purchased from March 1956 to August 1957. Of that total, it | fre 
was stated that “reclassification refunds averaging $13.96 per bale | dis 


on purchases involving 3,146 bales of cotton.” 4 
First, it must be understood that every bale of cotton sold by CCC | in 
is sold on competitive bids. Catalogs listing the cotton, its location, | 1 


and its class are distributed to hundreds of merchants and domestic | we 
mills. Offers are received at stated times and the highest bidder | shi 
gets the cotton. The law fixes a minimum price at whieh it can be | wa 
sold, but to get the cotton a buyer must offer more than any other | wh 
buyer. If there is any more efficient way of realizing full market | say 
value, neither businessmen nor lawyers have found it, and neither | So 
has the General Accounting Office, nor Mr. Naughton. | Of | 

Quite possibly this whole question has arisen because of the large 
quality refund claims paid by the CCC, which as the General Ae | ©au 
counting Office pointed out amounted to $166,813,000 to February | 1 
1959. It seems to be obscured that these amounts were determined | ‘© 1 
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by Government classers and on Government price differences. Or that 
they represent a refund of overpayments made by the purchasers, 
determined by the Government’s own classers. It is somewhat sur- 
prising to us to find anyone arguing that it is reprehensible for this 
Government to deliver a dollar’s value for a dollar. 

Mr. Lawson is now going to show you a few cotton samples which 
plainly illustrate some of the many factors which determine the value 
of cotton to a.textile mill buyer. 

Mr. Lawson. I will make this short. I know you are in a hurry. 

I would like to show you the difference in values of cotton, caused 
by age. When cotton is first picked, it is white. I do not know 
whether you can see this or not. Some of it is not worth much. This 
is the yellow. This is the white. The old cotton turns yellow. This 
is white. Can you see that over here? This is one from 1957 and 
one from 1959. 

Mr. Jounson of Wisconsin. The white is from 1959? 

Mr. Lawson. Yes. Of course, that makes a difference of some, 
we will say 

Mr. Poacr (presiding). Were both classed as the same grade? 

Mr. Lawson. I do not know whether they were. I was trying to 
show the difference. This cotton may have been classed the same 
originally. The 1959 cotton is not classed. It could have been classed 
originally and it might have been the same thing when it was classed, 
but after it sat in the warehouse for 2 or 3 years, it has turned yellow 
and red, which decreased the value of the cotten. So, therefore, CCC 
sold this cotton to the exporter on the original class. It was a white 
bale of cotton, but it sat in the warehouse, it turned red and yellow, 
which is much inferior in value to the spinner. 

Mr. Poace. What I wanted to get at is the cotton was classed as 
white cotton when it was first classed and now it is not white cotton? 

Mr. Lawson. That is right, it was caused by age. 

Mr. Poacer. There is so much differenee of opinion among cotton- 
men—I do not know who is right but some cottonmen have told me 
with a straight face and I think they believe it absolutely, that if you 
put spotted cotton in a bale, and let it stand for 6 months time the 
spots will disappear. 

Mr. Lawson. It depends on what caused those spots. If they are 
frost spots, it will not disappear. If it has some brown spots, it will 
disappear. 

Mr. Jounson of Wisconsin. They will probably absorb the color 
in the total bale. 

Mr. Lawson. If it is a frost spot, it will turn from a spot into what 
we call a tinge. This is the reason for these repayments to cotton 
shippers. They bought the cotton in 1957; they bought cotton which 
was classed by the Government as far back as 1952. That cotton was 
white in 1952, but it sat in the warehouse and was stored, we will 

say, for 4 or 5 years, and the Government never classed it again. 
So when they sold it to the shipper, there was a reduction in value 
of $20 or $25 a bale. 

Other factors enter into it, too. I won’t go into this too long be- 
cause you are in a hurry. 

The fineness of the fiber, which the Government pays no attention 
to in elassing the cotton and which the cotton buyer has to take a 
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chance on, we call micronaire. The micronaire for this would be 4.5, 
For fine, the market price would be 2.5. There would be a difference 
of $15 to $20 a bale. But the Government classed that cotton as 
Middling. . } 

Mr. Poace. They do not give the market price. You do not get a 
refund on that market price ¢ 

Mr. Lawson. No, that is just one of our risks. uth 

Mr. Jenntnas. As I understand it, you are not questioning the fact 
that certain rebates were made due to different classifications pri- 
marily due to deterioration ? 

Mr. Lawson. That is right. 

Mr. JenninGs. How was that cotton sold to the purchaser? Was 
that passed on to the purchaser ? 

Mr. Lawson. I do not know. I guess practically every cotton 
shipper—— ‘ 

Mr. Jenninos. I think that would be rather important, though, 
don’t you? 

Mr. Lawson. Knowing the trade like I do, I do not think it is. 

Mr. Jennines. I donot know the trade. 

Mr. Lawson. We have to fight just as hard for business when we 
were getting these discounts as we did before; I mean on normal 
cotton. In other words, the discounts are passed on to the foreign 
seller. 

Mr. Jenninos. That was my question. Very definitely that dis- 
count was passed on to the foreign spinner. 

Mr. Hecmprecur. May I answer that ? 

Mr. Jennrineas. Yes. 

Mr. He_merecut. Part of that will be explained in the rest. of this 
statement. And I would like to point out in specific answer to your 
question, that any dissatisfaction by the foreign buyer on what he 
receives resulted in quality claims or arbitration awards, which were 
paid by our members. 

Mr. Jenntnes. And not by going back to CCC and getting a rebate 
or a difference on the classification ¢ 

Mr. Hetmerecur. The cotton merchant bought from CCC and 
made a contract which he fulfilled with CCC according to rules which 
were published and written by the Government. The cotton mer- 
chant’s transaction with the foreign buyer is made on a different set 
of rules, but the cotton merchant also lives up to those rules. There 
are two contracts involved and they are quite separate and distinct. 
There is no guarantee on the part of the CCC to reimburse the cotton 
merchant for any losses he might sustain as the result of inferior 
quality delivered. 

Mr. Jennines. The only guarantee on the part of the CCC, if there 
is any inferior on the part of the initial contract, they will make 
that up. 

Mr. He_mprecut. Up to now that has been true. 

Mr. Jennines. That is what I understood. 

Mr. Lawson. If you are interested, here are two samples of cotton 
which are definitely different which were classed the same grade by 
the Government. We do not think that the Government should ram 
down our throats this class on this 1958 cotton. They say they are 
going to sell the cotton. without reclassification. Well now, I do not 
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think we are going to buy that cotton. It is going to sit there. I think 
the Government should guarantee a dollar’s worth for a dollar. If 
they are going to give us some of this old cotton that has turned red, 
perhaps, that they originally classed, as Middling, white cotton, we 
have a loss of $20 to $30 a bale on it. I do not think we can afford to 
take the risk, and I do not think we will even buy the cotton. 

Mr. Poace. The Government has up till now stood behind its cata- 
log classification. If I understand it correctly, the Government has 
heretofore made good on the catalog classification. 

Mr. Lawson. Yes. 

Mr. Poser. If it sold you Middling and if it did not turn out to be 
that, they made good on it? 

Mr. Lawson. We left it up to the Government to stand behind -it. 

Mr. Poace. It has now announced that it will not in future sales 
make the grade good ? 

Mr. Lawson. That is right. 

Mr. Poace. They will make no adjustment ? 

Mr. Lawson. Make no adjustment at all. 

Mr. Poacr. That is the present rule, if I understand it. 

Mr. Lawson. That is right. 

Mr. Poace. Now then, as a practical matter, what will happen, is it 
not, that you and Mr. Helmbrecht and anybody else who is buying 
cotton is simply going to offer less for that cotton because when you 
see the catalog, you are going to estimate about what the discount is 
going to be; you will know there is a:certain percentage of it that won’t 
be up to class, and then you will throw in a little for good measure to 
protect yourself, and then figure what you could pay for this cotton, 
if. it.is:three grades lower than it is represented to be, and come out 
onit? You are going to make a bid based upon this lower class rather’ 
than upon the catalog classification ¢ 

Mr. Lawson. That is true. But the trouble about that is that they 
have limits below which they cannot go to buy the cotton, I mean, they 
will not sell the cotton at less than 110 percent of the loan, you know. 
We could not set our price 2 cents or 3 cents below that and buy the 
cotton. 

Mr. Poacr. You may not get any cotton. 

Mr. Lawson. We woudn’t get it. 

Mr. Poacr. But in any event your bid will be something less than 
otherwise it would be. 

Mr. Lawson. There would be no sense in bidding under their mini- 
mum price whatever it was. I think it will slow up the movement of 
the 1958 carryover terrifically. 

Mr. Poacr. I think it will slow it up, too. I do think that your bid- 
ding probably will be a good deal less. As I see it the Government will 
get less money than otherwise. 

Mr. Lawson. We won't bid under the minimum. [If it is Middling, 
if they have a thousand bales of Middling, inch and a thirty-two 
second in there and the minimum price is so much, and we think that 
it will-be so much inferior, there would not be any use to bid the 
Middling price. 

Mr. Poage. You are going to buy some cotton, if you can and the 
Government will have about 90 or 85 percent of this coming crop? 

Mr. Lawson. That. is right. 
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Mr. Poaae. It will be Government cotton. 

Mr. Lawson. It is mighty hard for us to stay in business in com- 
petition with the Government. 

Mr. Poses. I understand you. I am trying to see what you could 
do as a practical matter. You will try to bid on the cotton but you 
will bid less than you otherwise would. If it is accepted, the Gov- 
ernment will receive less money than it would otherwise receive, 
My own opinion is that the Government will ultimately wind u 
selling this cotton for less money than it would have received had it 
guaranteed the grades and paid the adjustments. I think the Gov- 
ernment is going to wind up losing money on the new arrangement. 
But that is the decision they oe made. 

Mr. Lawson. They won’t lose money. They won’t sell the cotton. 

Mr. Poace. They will ultimately lose money. The Governmentzis 
not going to eat the cotton. 

Mr. Lawson. They will have to reclass it. 

Mr. Poage. Then they will take less for it and the Government. will 
wind up taking less money, in my opinion, than they would have 
secured had they gone ahead and sold it under catalog and guaran- 
teed the grades. 

Mr. Lawson. Plus all of the interest and storage charges. 

Mr. Poace. That would be an extra loss. 

Mr. Lawson. Yes. 

Mr. Jennines. Where are you going to get the cotton ? 

Mr. Lawson. From the 1959 crop. 

Mr. Jenninos. You are going to buy the 1959 crop ? 

Mr. Lawson. Yes. 

Mr. Jenninos. Then you are short-circuiting the CCC as another 
agency—I do not see any difference. 

Mr. Poace. You are not going to buy anything in 1959 except “B” 
cotton ¢ 

Mr. Lawson. And the resale cotton. 

Mr. Poace, You are going to buy that from the Government ? 

Mr. Lawson. That is right. 

Mr. Poacr. You are going to get that cotton ? 

Mr. Lawson. Yes, we hope. 

Mr. Poace. If you get it, all right. Our time is running out. We 
will have to proceed. 

Mr. Hetmerecut. As a result of congressional complaints Agri- 
culture has announced that its new sales program will not proyide 
for reclassification. What benefits this will accomplish is difficult 
to see. Anyone buying 1958 cotton will have to do so on its original 
loan class with the knowledge that it almost certainly is incorrect. 
The bidders have no opportunity to inspect samples or the cotton; 
and, if ever an action is likely to injure small merchants, this is it. 
The association has suggested that the 1958 loan cotton be sold on 
basis bids against bank letters of credit, the actual price to be deter- 
mined and collected by CCC when the cotton is reclassed on samples 


drawn at time of shipment. This will avoid refunds, since the | 


Government will collect the correct purchase price initially. 

Now let’s look at the other end of the deal, about which the General 
Accounting Office complains, the sales of cotton under Public Law 
480 financing. We are confident there is no intentional misrepresen- 
tation but erroneous impressions can be just as damaging. 
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Cotton exporters sell cotton to foreign consuming mills in various 
types of transactions: First, foremost, and preferable to a merchant, 
isa sale for dollars involving no U.S. governmental agency financing; 
second, there are sales financed under loans from the Export-Import 
Bank which makes no attempt to act as guardian for foreign buyers; 
third, there are sales financed by ICA; and fourth, there are sales 
financed under Public Law 480. 

In each case competing cotton exporters offer cotton for sale through 
agents by cable, and by personal solicitation to buyers for oe 
mill users. In case of sales to be financed by ICA no offers can 
made until 7 days after the procurement authorization is issued. 
With a few exceptions the basic terms of the sales with which we are 
concerned are identical. For instance, all cotton sold to Great Britain 
is subject to Liverpool rules. It is inspected, sampled, and weighed 
upon arrival at Liverpool under supervision of independent control- 
lers representing the buyer and the seller. The weight so determined 
is final. If upon inspection the buyer is not satisfied that the cotton 
is of the correct quality, he will assert a claim for the difference in 
value. If the claim is not agreed to and os voluntarily, the sample 
goes to the established arbitration board, and its decision as to the 
quality of the cotton is final, unless ee in which case the de- 
cision of the appeal board is final. nis board in Liverpool bases 
its decision upon universal standards for U.S. cotton and the Depart- 
ment of Agriculture recognizes it as the final arbiter as to the correct 
class of U.S. cotton in Great Britain. The same procedure is fol- 
lowed in other foreign markets. 

Not only does the buyer of cotton financed under Public Law 480 
have the right to insist upon this review of the cotton he received, but 
the various Public Law 480 authorizations expressly give the Depart- 
ment the right to request it, regardless of the buyers’ wishes. It is 
doubtful whether the buyer will appreciate such action and it will be 
unusual if cotton satisfactory to the buyer does not meet contract 
specifications, but if the Department thinks the buyer needs a guardian, 
the procurement authorization terms enable it to act in that capacity. 

I’m sure the committee understands that both ICA and Public Law 
480 funds are made available to foreign governments, not to importers 
or to American exporters. In the case of cotton, again with certain 
exceptions, the recipient country grants subauthorizations to cotton 
mills in its country. This association is not aware of any subsidiary- 

arent relations between American cotton suppliers and foreign mull 

uyers who control Public Law 480 subauthorizations. These Public 
Law 480 sales, like others are arm’s length, competitive sales. Kick- 
backs in either direction are expressly prohibited, by both ICA and 
Public Law 480 contract terms, and constitute criminal offenses. 

Since CCC sells the cotton to the highest bidder on its own class, on 
the one hand; and the foreign buyer is satisfied and fully protected by 
rules and procedures he has been chiefly responsible for, on the other. 
the complaint seems to be that the CCC hasn’t adequately supervised 
and controlled the earnings and profits of private commercial enter- 
prise it was directed to use. The complaint is more peculiar in the case 
of foreign currency sales because that act was sold to the taxpayers on 
the ground that the United States would, and presumably does, receive 
foreign currency equal in value at the time to the dollars advanced and 
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that such currency would be used to serve the substantial purposes of 
this country. 

Apparently the complaint is based upon some 3,146 bales covered by 
exhibit III to the General Accounting Office statement, out of 7,539,801 
hales of cotton exported in 1956-57, of which some 1.5 million bales of 
cotton were financed under Public Law 480. No reputable statistical 
firm would accept such a sample as representative. 

It is not easy to get specific data with respect to unidentified transac- 
tion of individual firms, but we have obtained that information regard- 
ing the shipments identified in exhibit III as shipments I, J, K, and L. 
This 1,518 bales was part of purchase lots of 24,045 bales purchased 
from CCC, or less than 6 percent of the cotton bought. Without check- 
ing out the sale of each individual bale it cannot be told whether the 
1,518 bales represented the best cotton in the lots purchased, or the aver- 
age. It cannot be told whether any adjustment for reclassification was 
made on the specific bales. 

We find the General Accounting Office presentation of shipment I on 
exhibit III showing a gross profit of $17.50 a bale revealing in its 
omissions. On page 2368 of the 1960 appropriation hearings there is 
found an unattributed table, which we are justified in assuming origi- 
nated with that same office. On this same transaction that table shows 
a refund to the importer of $15,560.92, and an estimated gross profit 
of $4.14 per bale, which could have left little or no net profit to the 
exporter. 

Shipments J, K, and L moved to Italy. This 353 bales was selected 
out of lots 11,718 bales purchased from CCC and represents 3 percent 
of the cotton so bought. 

The General Accounting Office failed to show and deduct some rather 
substantial costs : 


No allowance is made for freight in moving the cotton from the interior 


ren TRICE RUN oe Oe ie tbtei eels $3. 53 
No allowance is made for storage, weighing, sampling, compression to 
Digh density and delivery to steamship... 5 ee 6. 00 
No allowance is made for foreign selling agent’s commission and control- 
ce Ds oa hose eseeen ramen tararunrtign gravure eine 1.00 
(That commission that is usually controlling is closer to $2 per 
bale. ) 
Sales were made on a net weight basis, whereas CCC purchases are on 
a gross weight, including bagging and ties_._._._..__._--_---_--------~-- 5. 60 
These omitted, direct expenses amount to (per bale)__--.----_---- 16. 13 


Nothing is said or disclosed as to the respective dates of the pur- 
chases and sales compared. Shipment L of 102 bales shows how 
important a factor this may be in any analysis of cotton merchan- 
dising profits. The sale was made on April 3, 1956, for forward 
shipment in September 1956. Section 203 of the Public Law 480 
extension act, making mandatory a lower minimum CCC export sales 
price, became law on May 28, 1956. The CCC reduced its sales 
price from 27.50 cents per pound for Middling 15/16’ cotton on 
April 24 to 25 cents on June 12. This statute, which was neither 
sought nor supported by this association, nor the shipper involved, 
enabled the shipper to buy the cotton at $12.50 a bale fos than was 
contemplated at the time of the sale. This was not true in the case 
of shipments J and K. 
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The result of these corrections would be a gross profit before over- 
head of $8.04 a bale of 5.75 percent on three picked sales. Since 
there are many other sales showing no such profits and some losses, 
that gross profit was not excessive. : 

Another erroneous impression, which the General Accounting 
Office conveys, is that the cotton exporters after receiving a reclassi- 
fication and refund from CCC, then knowingly. represented the 
specific cotton to be of a higher classification for the purpose of 
collecting more for the cotton from the CCC, ; 

Taking the simplest possible case, which the General Accounting 
Office erroneously assumes is the only way business is done, the 
exporter would purchase cotton from CCC, then sell and ship the 
cotton to a foreign mill buyer. The cotton would be weighed, and 
then sampled as it was shipped out of the warehouse. The shipper 
on the basis of the sample he received determines whether he shall 
ask for reclassification by the CCC and if so, the warehouse forwards 
another sample to the Department’s classing board, which in due 
course will class the cotton and advise the parties. 

But the shipper doesn’t sit around waiting for the results. They 
have nothing to do with the use he makes of the cotton in most cases, 
since this depends upon his own and his mill customers’ judgment as 
to its spinning value. It may be conservatively stated that in none 
of the cases listed by the General Accounting Office did the shipper 
know the reclassification at the time he reported his sale to the New 
Orleans office of CCC. Under the law this previous class is prima facie 
evidence of the correct class until the result of the reclassification is 
known. It may also be conservatively stated that at the beginning 
of the 1956-57 program, regardless of their own views, shippers did 
not and could not know the extent to which the Department’s class- 
ing board would recognize the deterioration in the CCC stock. 
Experience has taught them that the Department’s boards differ just 
as commercial classers do. 

If the cotton, when it arrives abroad, does not meet the mill buyer’s 
requirements, if in other words it has been overdescribed to him, he 
is entitled to a refund on the basis of samples taken at the port of 
arrival, based on differences established in that market, and upon re- 
classification by cotton classers largely of his own nationality. In 
the case of Public Law 480 shipments, as we have pointed out, the 
CCC can also ask for reclassification. That reclassification is by 
contract and law binding upon all the parties. 

In the ordinary transaction, however, the American exporter sells 
to the foreign mill buyer on a type, or generalized sample which rep- 
resents the various qualities the mill is seeking to make its particular 
products. The parties may agree that the type falls within a certain 
description of the Universal Standards, . In some cases the type may 
be sent to the Department for classification and where description is 
necessary that may be used. In general it can be said that the descrip- 
tion shown on the report of the sale to CCC has no effect upon the 
price received by the seller and therefore, he has no motive to 
misrepresent it. 

The quality claims recovered by ICA or under Public Law 480, 
except as they are based upon the foreign claim and classification we 
have outlined, do not affect the foreign user or the cotton exporter. 
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Mutual Security has had a sampling system and pricing check of its 
own, and it has made claims against foreign Spey governments, 
This has made the foreign government provide free dollars, unless 
the amounts reclaimed are reprogramed, which usually had been the 
case. These claims did irritate the foreign mill buyers who were at 
first accused by their governments of being inefficient in their pur- 
chases, until they and their governments came to regard these claims 
as a peculiar but unavoidable form of redtape. These recoveries have 
not been made, and under the regulations and contracts cannot be 
made from the cotton exporters, so long as they perform their con- 
tracts with the individual mill buyers. 

This association is not in position to question the statement of the 
General Accounting Office as to the procedure followed by the CCC 
New Orleans office in checking prices of sales reported to it only 
against the domestic level of prices. That procedure was certainly 
not revealed to the trade. Every exporter, and every foreign buyer, 
however, was well aware of the existence of the two-price system. 
The prices at which the CCC sold are promptly reported by it and 
published both here and abroad. The sales prices reported, more- 
over, had been reached through competitive sales, with other domestic 
and foreign exporters and any statistical check was less effective evi- 
dence than a price for the particular cotton, to be delivered at a par- 
ticular time and place, reached in a highly competitive market. That 
CCC office has before it all the Public lee 480 sales made each day 
and some basis for comparison existed there, even admitting that a 
wide range of value exists within a particular description. 

Earlier we mentioned the wide variation in profits which could 
result from a change in conditions, in the particular case the reduc- 
tion by statute of the CCC sales price, between the date of a sale and 
the purchase of the cotton to fill it. In one recent season, foreseeing 
a shortage of high-grade cotton, some cotton merchants made large 
purchases of cotton so described from CCC. But as differences 
widened, both domestic and foreign mills discovered they could use 
cheaper low grades, and the merchants had to carry their high-grade 
stocks for considerable periods before they could sell them, and even 
then with heavy loss. The question of whether and when to buy 
and when to sell, whether or not to hedge forward sales and pur- 
chases, is the essence of cotton merchandising, and neither the mer- 
chant, his banker, or the income tax collector attempts to determine 

rofit or loss upon a particular bale of cotton, which is what the 
Ganeral Accounting Office is apparently attempting to do. 

The condemnation of the General Accounting Office and Mr. 
Naughton is based on 3,146 bales out of the 1.5 million bales exported 
during 1956-57 on Public Law 480 financing. The sample was not 
only too small to be representative, but as we have shown the figures 
in those very transactions, to the extent we have obtained them, 
grossly misrepresent the results, and we think justify the conclusion 
that competition, the foreign mill’s interest in getting the most for 
his money, and established foreign quality arbitration prevent any 
excessive profits on Public Law 480 financed shipments just as they 
do on regular dollar sales. 
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Mr. Poace. Thank you very much, Mr. Helmbrecht. Yours has 
been a very informative statement and one that the committee ap- 
preciates. 

Anybody want to ask any questions? 

The committee will stand in recess until 2 o’clock this afternoon, 
at which time we will consider the release and reassignment of the 
acreage bill, H.R. 7740. 

(Whereu on, at 12: 30 p.m., the subcommittee recessed to reconvene 
at 10 a.m., Thursday, July 23, 1959.) 











EXTENSION OF PUBLIC LAW 480 


THURSDAY, JULY 23, 1959 


House or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The committee met pursuant to recess at 10 a.m., in room 1310, 
New House Office Building, Washington, D.C., Hon. Harold D. 
Cooley (chairman) presiding. 

The Cuarmman. The committee will be in order. 

We have a rather tight schedule this morning as we have to adjourn 
this meeting by 11:30. We have several distinguished witnesses I 
want to hear from. We are going to start the hearing this morning 
with Mr. Otto Goedecke, from Frallettsville, Tex. I am going to 
ask our distinguished colleague, who represents that district and a 
great deal more of south Texas, to introduce him, Mr. Clark W. 
Thompson of Texas. 

Mr. Tuompson. Mr. Chairman, it is a very great pleasure for me 
to introduce this first witness this morning. He has a unique history 
and one of particular interest to this committee, and particularly to 
the Family Farm Subcommittee. 

Mr. Goedecke operates in Hallettsville, Tex., which is right in the 
middle of the family-farm country. 

He came there in 1932 and was a one-man firm, operating as a cotton 
merchant. He has grown until he now has 70 people working for him 
in Hallettsville and counting those around the rest of the State, he 
has 100 or more. 

Some years ago, it was my privilege to take the subcommittee on 
a visit down to Texas and, just by a rare accident, we happened to 
wind up in Hallettsville on the night of the high-school rodeo finals. 

The CHarrmMan. A pure coincidence. 

Mr. Tompson. Ever since that time, the members who are present 
have wanted to repeat that accident. On that night we were enter- 
tained at a barbecue supper in the home of the mayor, Mayor Mibosca. 
Just last week, the mayor was speaking at the dedication of the new 
plant which Mr. Goedecke opened in Hallettsville. This is what he 
said. It is very brief: 

We come here this afternoon not to welcome Mr. Goedecke in our midst, but 
to pay our respects to him for what he has done for this community. 

It was more than 25 years ago that Mr. Goedecke came to this community 
and established the Otto Goedecke Inc. cotton merchant business. In recent 


years, he has grown out of the community, and through the station, Nation, 
and world. 
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Mr. Goedecke is a man of perseverance and through his hard work and ex. 
perience his business has grown to be one of the largest in the world. He hag 
proved that there is an opportunity in small town with small capital where there 
is determination such as Mr. Goedecke’s. 

It is a great pleasure to introduce Mr. Geodecke to the committee, 
and to request each member that he give careful attention to 
what he has to say. 

The Cuarrman. Mr. Goedecke, we are delighted to have you with 


us. 
We will be glad to hear from you. 


STATEMENT OF OTTO GOEDECKE, COTTON MERCHANT, 
HALLETTSVILLE, TEX. 


Mr. Gorprcxe: Mr. Chairman and gentlemen. My name is Otto 
Goedecke. I am president of Otto Goedecke, Inc., with headquarters 
at Hallettsville, Tex., and branch offices and agencies in the principal 
cotton markets of the world. We are merchandizers of cotton both in 
the export and domestic field. The CCC sales announcements which 
are indicative of volume of cotton exported by cotton firms ranges our 
firm in second place for this season. In other words, we happen to be 
the second best customer, this last year, of CCC. I have been asked 
to present some facts and figures in connection with the extension of 
Public Law 480, especially in connection with H.R. 7983. 

It is my understanding that opposition to the extension of the barter 
section has been voiced in these hearings so far as it pertains to cotton. 

The allegations made before this committee that barter transactions 
involving cotton have displaced free dollar sales and have disrupted 
world market prices can or be refuted by the fact that exports of 
cotton from the United States this season are running 51 percent below 
a year ago, and 67 percent less than the year before last. This year 
there is a total of 2.8 million bales against 5.7 million bales for the 
1957-58 marketing season. Exports of Mexican cotton, our closest 
competitor for the hard currency markets of the world, increased over 
last year by 27 percent and 40 percent over the year before. 

I should like to quote directly from the Monthly Review of the 
World Situation published by the International Cotton Advisory 
Committee dated June 1959: 

Through June 12, sales by the CCC for export this season amounted to 2.35 
million bales. In addition, close to 400,000 bales have been registered for export 
under the payment-in-kind program making a grand total of 234 million bales. 

Authorizations through June 1 under Public Law 480, the Mutual Security 
Act and Export-Import Bank loans totaled $316 million which would finance the 
export of around,2 million bales. Public Law 480 agreements for a further $25 
million have been signed but purchase authorizations have not been issued yet. 
During the fiscal year ending June 30, 1958, actual financing totaled about $300 
million or the equivalent of about 2.3 million bales. Over 300,000 bales have been 
delivered to barter contractors. 

Official ideas on United States exports this season are now around 2.8 million 
bales compared with 5.7 million in 1957-58. 

Mexican exports promise to be the second highest on the record. With ship 
ments of over 1.5 million bales through April, it now appears probable that 
exports for the full season may be over 1.8 million bales and any addition to 
end-season stocks is likely to be quite moderate. 


The following table will graphically deflate the assertion that barter 
interfered with sales for dollars, creates price uncertainty and de- 
moralizes markets. 
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U.S. cotton export programs, 1958-1959 


The Government-financed programs: Bales 
Titles I, ‘Public Baw 490. stu ceut wi i a ee eg TAL 
3.C.A.—Mutual Sécurity Actos) sic ep elite ani pein Lael jk 722 
BManorteTmnert HAWK ccnccciemcuivecingiti+ bps end enmpe een 530 





Or a total of Government-financed programs of____-.___-_---__-__ 1, 993 


The barter added to this, of 320 bales, makes a total Government 
program of 2,313. 

The explanation further is, exports and finance authorizations issued 
through June 1, 1959. The source is page 19, table 1, of the Interna- 
tional Cotton Advisory Committee, the June report on the world 
cotton situation. ~ 

After that, the total U.S. exports, 2,424. The source for that is 
the Cotton Division, Foreign Agricultural Service, exports through 
May 1959. 

Examination of these statistics indicates that there were no sales 
of U.S. cotton of any consequence for free dollars. The obvious 
reason for this is that Mexican cotton and other foreign growths 
could be purchased cheaper with U.S. dollars. 

If the figures of exports by payment terms of our firm may be 
regarded as further indication of the trend, I am prepared to state 
for the record that; 

Sixty-seven and six-tenths percent of our export sales this season 
were financed by ICA or Public Law 480, or the Export-Import Bank; 

Twenty-five and two-tenths percent of our export sales this season 
were under barter; and only 

Seven and two-tenths percent of our export sales this season, were 
financed by free dollars and hard currency. So, without these Gov- 
ernment-financed programs, we would have participated only in 7,2 
percent of our export sales, which we were privileged to do this year. 

During the past season, the countries who were receiving aid funds 
from the United States for cotton purchases have paid an average of 5 
cents per pound premium over world market prices, using our aid 
funds, In other words, world market prices for.the past 12 months 
hovered around 5 cents per pound under the U.S, export price. 

Barter transactions allowed exporters on an average between 214 
to 314 cents of this disparity by being enabled to contract with the 
strategic materials importers to complete the commodity end of, the 
barter at some discounts which generally ranged from 6 to 12 per- 
cent. ‘These barter discounts were nonetheless needed to make bs. 
cotton competitive. 

It is a further fact that at this 214 to 31% cents difference, for the 
most part, only the low grades, off colored and the shorter staple 
cottons were made competitive. 

It has been stated that a barter contractor had the possibility to 
buy 40-cent cotton from the CCC and export 20-cent cotton because of 
the weight for weight requirement of the export program. The 

barter program this season started in earnest in December 1958. At 
that time, the remaining stocks of the CCC carried practically no 
40-cent cotton—I would like to add that 40 cents under this export 
so would have meant 4614-cent cotton, and I don’t believe we 
ave ever seen cotton on the Joan catalog that went as high as 4614 
cents—but had a preponderance of low grade, short staple, weak 
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and wasty cotton. At very best, barter contractors could buy cotton 
in the average range of 25 to 30 cents which at barter discounts of 
10 percent to 12 percent made it possible to reduce our offering 
price of U.S. cotton in world markets by 214 to 34% cents. 

The low-grade cotton in the CCC stocks have been quoted at fair- 
sized discounts and this fact, combined with the barter discounts, has 
allowed a reasonable amount of these less desirable stocks of the CCC 
to move into world market consumption. Barter has amounted to a 
good and sensible disposal of an undesirable and expensive and de- 
pressing surplus. It has counteracted offerings of real low-quality 
cottons from Russia and Communist China. 

Our domestic cotton mills have benefited to a degree by the export 
program, the barter program being a part of the overall effort to 
maintain our fair share of the world market for cotton. 

By releasing the CCC stocks under the export program and making 
them available through substitution, the quality selectivity improv 
considerably to the domestic mills. The ingenuity of the textile mill 
technicians in this country allowed the mills to take advantage of the 
lower priced off color and medium low grades in the CCC stocks. 

We have thus experienced through the export program and the 
barter programs a period of adjustment to the lower price levels 
now becoming effective on August 1 next for the domestic consumer 
of cotton. 

In the light of the lowered sales prices for the next cotton season 
and the announced export subsidy of 8 cents, the basic export prices 
beginning August 1 will be approximately 5 cents lower than the 
past season. I would conclude that the Government not only saved 
storage and interest charges on cotton it bartered over the 8 
months but it saved, in addition, at least 2 cents per pound even 
though the bartered strategic materials might have been priced to 
allow 10 or 12 percent discounts to the commodity exporter. These 
discounts were necessary to compete in world markets. They did not 
constitute windfall profits to the exporter, nor did they disrupt 
world market prices. 

The competitive system of our free economy will adjust at any time 
in the future to discounts on barter transactions where they will not 
become a threat to orderly marketing of U.S. cotton or disrupt world 
prices of cotton. As I look at the objections expressed to this com- 
mittee, I find they have mostly resulted from administrative regula- 
tions and procedures. This should not detract from the basic objective 
of the Agricultural Trade Development and Assistance Act and the 
importance of section 303 which allows for the exchange of goods 
which we have in surplus in this country against strategic materials 
of which we have a shortage. 

I submit that statement to you, Mr. Chairman. 

The Cuarmman. Thank you. Are there any questions? 

Mr. McIntie. I would like to refer you to the first page of your 
testimony, in the middle of the page, at the beginning, middle of the 
sentence : : 

* * * this season are running 51 percent below a year ago, and 67 percent less 
than the year before last. * * * 

Now, this projection takes us back at least a period of nearly 2 

years. How much of this decline of our exports in this period, to 
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which you refer, is the percentage related strictly to less barter; and 
what proportion is related to the world textile situation in that 
period? Not only in this country, but my information would lead 
me to the conclusion that certainly, in other countries, we have had 
a high inventory situation in cloth and a rather soft situation m the 
total textile market picture. 

Now, what proportion of this percentage figure do you relate to 
this world situation in the textile industry, and what proportion of 
these figures are directly attributable to less barter ? 

Mr. Gorpecke. Mr. McIntire, there is no doubt that the textile 
depression in the world markets, which has been going on for the 
past 2 years, and has only yen | improved, that it had been influ- 
enced upon the general world market level of the raw cotton, and it is 
this fact that kept us out of the market, because our export sales pro- 
gram was at a fixed price; not flexible with the market situation. 
And as long as a year ago, it was evident to us that we would not be 
able to compete in the world market prices, with U.S. cotton 
under the export program, and at that time, it also was evident that 
only the cotton which we financed from this country be the cotton 
that we could sell. 

The countries who are buying in the free market, who have free 
currency and can buy any place, they were buying in areas where 
the cotton is considerably cheaper than what we were able to supply 
them, and only by means of the barter were we able to maintain 
our connections of U.S. cotton in some of the markets that 
had these free dollars. 

Mr. McIntire. Well now, I don’t want to press the point but you 
have not come to what I am searching for here. 

There have been many observations made here, that just because 
there was a decline in barter transactions, there was a decline in U.S. 
exports of cotton. 

What I am trying to get at—you have given some figures here—if 
you feel that you could indicate what percentages of these adjust- 
ments are attributable to the world market situation and our own 
pricing policy, as you brought as a third item, and how much is 
attributable to the decline of barter; because the observation is made 
that it is fully attributable to a change in the barter program. 

Is it your opinion that change in the barter program is by far the 
major fact in this decline of exports, and had there been no change, 
there would have been no appreciable decline in the face of the world 
market, or was the world textile situation in such a position that the 
adjustment in the barter program was a very minor part in these 
percentages that you have given ? 

Mr. Gorpecke. I would say that the adjustment in the barter pro- 
gram was a very minor part. We only bartered 300,000, according 
to these figures. That is, we were able to gather only 300,000; so it 
only amounted to maintaining contacts with those customers that 
otherwise would not have purchased this cotton from us. 

Mr. McIntire. Then would it be appropriate to make the observa- 
tion that.on the basis of your opinion it was predominantly a world 
situation, and a pricing policy outside of the barter program that 
resulted in these declines of export, and not a change in the barter 
program ? 
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Mr. Gorpecxe. I would say that the world situation contributed 
to some extent, to a lessened demand for the cotton and consequently, 
with an oversupply of cotton in the entire world, we had a lower price 
situation in the world market price but if you also will refer to the 
further statements that were made here, the other exporting countries 
increased their exports, so we cannot contribute the decline in the 
U.S. cotton exports entirely to the world market situation. 

We probably could have taken or would have taken our share of 
the decline but because of our pricing structure under the export pro- 
gram, we were denied this business that we normally should have had. 

Mr. McIntire. But that was more attributable to the pricing 
structure than it was in any change in the barter program. 

Mr. Gorpecke. I would think so, if I understand you right. Yes. 

Mr. McIntime. Thank you very much. 

The Cuarmman. On that point, Mr. Goedecke, are we not merely 
a residual supplier of cotton ? : 

Mr. Gorpecke. When we hold our price above the world price, we 
become a residual supplier of cotton. 

The Cuamman. We do not sell until everybody else unloads their 
crop. 

Mr. Gorpecse. That is true. 

The Cuamman. And the practical effect of the barter program is 
simply to further subsidize the price of American cotton in the world 
market, is it not? 

Mr. Gorpecke. That is what it amounts to. Yes, sir. 

The Cuamman. We get exactly the same results if we were to add 
to the American subsidy. 

Mr. Gorpecxe. I would so understand, in our new effort to bring 
our export sales program in line with world conditions, with the 
newly announced export subsidy, and our generally lower price level, 
that we will have this next season, after August 1. 

The CHarMan. But unless we are going to add materially to our 
total subsidy program, we are still going to find ourselves a residual 
supplier ? 

Mr. Gorprecxs. That is true. 

The Cuamman. In spite of the barter program, even though we 
have the assurance that the foreign purchaser would buy our cotto 
they could still buy it for $1 less from Egypt, Mexico, or Syria eo 
that cotton is still there. 

Mr. Gorpecke. Yes, sir. 

The Cuatrman. And it comeson the market. 

Mr. Gorpvecke. Yes, sir. 

The Cuarrman. And it comes on at a price lower than our estab- 
lished price structure, doesn’t it ? 

Mr. Gorpecke. Yes, sir. 

The Cuarrman. Then, the result is that if we move 10,000 bales on 
a trade that we got all kinds of certificates, that we would not have 
made this particular trade if it had not been by barter. We then still 
have 10,000 bales in the United States, for which we don’t have a 
market, because the Egyptian cotton or the Mexican cotton under- 
sells us? 

Mr. Gorvecke. That is right. 
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~The Cuarrman. I don’t see how the thing adds anything to the 
sum total of trade. I understand how it can particularly affect a 
particular transaction but how did it add anything to the sum total? 

Mr. Gorpecke. If you are talking about the sum total of the world 
consumption 

The Carica That is what I am talking about. 

Mr. Gorpecke. It does not add anything to it. That is true. It 
is just a question of the share that we, as the United States, will have 
in this total. 

The Cuarrman. Does it add anything to the share that the United 
States gets because if it does not add anything to the sum total world 
consumption, I think we agree that it does not, then the United 
States, as a residual supplier, is either going to have to reduce the 

rice on all of our cotton, or this cotton that we displaced. This 

oreign cotton that we displaced with the barter transaction will 
oa displace the same amount of our American cotton, isn’t that 
true 

Mr. Gorpeckr. Yes, ina certain sense. I don’t know whether I fully 
understand the meaning of the Agricultural Trade Development As- 
sistance Act. 

The Cuatrman. These are not accurate figures—I realize that. 
Let’s assume the world is going to consume 30 million bales of cotton 
during the year; and the United States is going to supply 15 million 
of that. I am talking about the whole world. The United States will 
supply, let us say, 15 million of other than that being used here; 
but if we don’t change the consumption and we still have a 30 million 
bale consumption, even though we were to sell 3 million bales by 
barter in moving into the world market, it would not change the con- 
sumption, and in order to sell the remainder of our cotton, we would 
have to drop the price of our entire crop, would we not? 

Mr. Gorprckr. Yes, sir. 

The CuarrMan. So that if we don’t change the price on the remain- 
ing part of our crop, the fact that we move a portion of it by barter 
means that we are going to have that much less to move in the regular 
channels of trade because we are not going to move anything until 
everybody else has sold their cotton ; unless we change our price. 

Mr. Gorpecke. I would consider the barter program one which has 
this past season adjusted to this inequity of prices. 

The Cuamrman. It has been effective because it has lowered the 
rice ? 

Mr. Gorpecker. Yes, sir. 

The Cuarrman. Only to the extent it lowered the price has it had 
any real effect ? 

Mr. Gorpecke. That is true. 

The Cuarrman. Are there any other questions ? 

Mr. Jounson. Mr. Goedecke, a representative of the American Cot- 
ton Shippers Association testified yesterday that the cotton barter pro- 
gram was participated in by only a few of the large firms and the small- 
est ones lost out to the large firms, who could handle complicated barter 
transactions. Do you have any information on this matter? 

Mr. Gorpecxe. Mr. Johnson, my information is that 43 cotton firms 
have particpated in this barter operation this last year. I understand 
the total barter operations were 99 firms on all commodities; so 43 
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firms were participating in cotton alone. And I have a list of these 
firms, that I will be very happy to supply and give for the record, that 





have participated. 


The CuarmrMan. We would be glad if you would insert that in the 


record. 
(The list is as follows:) 


FORTY-THREE COTTON 


EXPORTING COMPANIES IN THE UNITED STATES WHICH 


HAVE PARTICIPATED RECENTLY IN THE COMMODITY CREDIT CORPORATION BARTER 


PROGRAM 


Allenberg Cotton Co., Inc., Memphis, 
Tenn. 

Amex Cotton Co., 
Tex. 

Anderson, Clayton & Co., Inc., Houston, 
Tex. 

Caleot, Ltd., Bakersfield, Calif. 

Cohn & Co., Ernst Houston, Tex. 

Cook & Co., Inc., Memphis, Tenn. 

Cotton Import & Export Co., Dallas, 
Tex. 

Creekmore & Co., 
Orleans, La. 

Dixon & Bro., Inc., R. L., Dallas, Tex. 

steve Brothers & Co., Inc., Dallas, 
Tex. 

Felder & Co., Inc., W. D., Dallas, Tex. 

Fulton & Sons, Memphis, Tenn. 

Goedecke, Otto, Hallettsville, Tex. 

Harris, Inc., Jack W., Brownsville, Tex. 

Hill Cotton Co., Greenwood, Miss. 

Hohenberg Brothers Co., Memphis, 
Tenn. 

Howard Cotton Co., Dallas, Tex. 

Hubbard & Co., J. B., Dallas, Tex. 

Itoh & Co. (America) Inc., C., Dallas, 
Tex. 

Kempner 
Tex. 

Kilgore, E. M., Muskogee, Okla. 
Mr. Hoeven. Mr. Goedecke, are 

ton Council of America ? 
Mr. Gorpecke. Yes, sir; I am. 


Inc., Brownsville, 


Inc., E. F., New 


Cotton Co., H., Galveston, 


Kincaid Cotton Co., Ine., Gastonia, 
N.C. 

Lassberg & Co., A., Austin, Tex. 

McFadden & Bro., Inc., Geo. HL, Mem- 
phis, Tenn. 

Manget Bros., Inc., New Orleans, La. 

Maudr & Co., V. A., Houston, Tex. 

Merritt Cotton Co., New Orleans, La. 

Molsen & Co., H., Dallas, Tex. 

Murff & Co., H. J., Memphis, Tenn. 

Patton Bro., Memphis, Tenn. 

Patten, Bros. Co., of Texas, Dallas, 
Tex. 

Pell Cotton Co., Memphis, Tenn. 

Plains Cotton Cooperative Association, 
Lubbock, Tex. 

Reinhart Co., Houston, Tex. 

Schwabach & Co., New York, N.Y. 

Sharp & Co., R. G., Lubbock, Tex. 

Southwestern Cotton Co., Dallas, Tex. 

Sternberg-Martin & Co., Ine., Dallas, 
Tex. 

Taylor & Son, Starke, Dallas, Tex. 

Toyo Cotton Co., Dallas, Tex. 

Volkart Bros., Inc., New Orleans, La. 

Weil Brothers-Cotton, Inc., Montgom- 
ery, Ala. 


List compiled July 14, 1959. 


you a member of the National Cot- 


Mr. Horven. Are you a member of the American Cotton Shippers 


Association ? 
Mr. Gorepecke. Yes, sir: I am. 


Mr. Hoeven. I am interested in your comments on barter, in that | 


on yesterday, two gentlemen who appeared before this committee, 
Mr. W. D. Lawson, Sr., of the National Cotton Council of America, 
and Mr. William C. Helmbrecht, Jr., of Dallas, Tex., on behalf of 
the American Cotton Shippers Association, both of whom in their 
statements indicated that the barter program was injurious to the 
cotton trade. I refer specificically to a reference made to a resolu- 
tion adopted at the annual convention of the National Cotton Couneil 
of America, New Orleans, on May 8, 1959. The resolution with 
reference to barter is as follows, and I quote: 


The association has never been convinced that barter is an effective method 
of international trade. We recommend that the barter program for cotton be 


discontinued as unnecessary and costly and because it interferes with sales for 
dollars ; creates price uncertainty ; and demoralizes markets. 
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I personally feel that barter has a definite place in the Public Law 
480 program. 

Do you care to comment on the resolutions, and the contrary 
position that you have taken ¢ 

Mr. Gorepecxe. There is a slight difference of opinion, yes, sir. 

Mr. Hoeven. Yes, there is. 

Mr. Gorpecke. That exists. I have taken the position myself, that 
inasmuch as we are doing a lot of aid program, we are selling cotton 
under section 1, where we are taking in foreign currencies, I could 
see no reason why we should not take in materials we need. As 
trade develops, it means commerce. If we can use the strategic 
material, I am not an expert on strategic materials, but if the Presi- 
dent decides we-can use these strategic materials, I personally felt 
that I should conduct by business to accommodate this need. 

Mr. Jennines. I have just one question. It could be answered very 
quickly, I think. Just for my own information, your last statement 
here, where you are speaking about the strategic materials of which 
we have a shortage, I wonder if we could have just—I would like to 
have that supplied for the record, just so we would know what the 
strategic materials are, of which we do have a shortage. You did 
not include that in your statement. 

Mr. Gorepecke. | am not a strategic materials man. I don’t know 
myself these things. 

The Cuatrman. Thank you very much. 

Thank you, Mr. Goedecke. We appreciate your appearance. 

Mr. Gorepecke. Thank you. 

(The data referred to above may be found on page 586.) 

The Cuarrman. We have the honor of having with us this morn- 
ing, the Honorable Victor L. Anfuso, former distinguished member 
of this committee. We would be glad to hear from you this morning, 
Mr. Anfuso. 


STATEMENT OF HON. VICTOR L. ANFUSO, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Anruso. Thank you, Mr. Chairman. 

This is an extraordinary pleasure for me to be here this morning, 
and to join my former colleagues. Even though I am sitting here, 
and you are sitting there, I alma you to know that my heart is still 
in this committee, in this room. 

I want to talk to you this morning about this barter program and to 
tell you a little bit about the efforts which people from the cities have 
made, in order to help our farmers in the disposal of their agricultural 
surpluses. 

I would like to begin by stating that the President of the United 
States has often expressed himself in favor of barter and so has the 
Secretary of Agriculture and many in the Department who adminis- 
ter the program. Congressional leaders of both parties have told the 
President and the Secretary of Agriculture that we should do more 
bartering. 

Now, then, you might ask, where then is the opposition ? 

Rugged American pioneers—that is what they are, these business- 
men who go to all parts of the world to try to barter. What has made 
these rugged American pioneers, who braved all sorts of dangers to 
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bring strategic materials to this country in furtherance of our national 
security and defense, look almost like criminals engaged in a nefarious 
occupation? This opposition, Mr. Chairman, comes from those— 
many in very high places in Government—who sincerely believe, but 
nevertheless misguidedly, that it is wrong for this country to enga 

in honest-to-goodness competition with our allies; we alone should 
back down and let their products through even though what they are 
doing always hurts our taxpayers and many times helps our enemies. 

When those who are opposed to barter say that barter transactions 
interfere with normal trade, what they really mean is that through 
barter we are disposing of more agricultural surpluses than our 
friendly competitors. 

Foreign competitors naturally want us to relax our barter transae- 
tions so that they can do more business through direct sales or barter. 

The question then should be asked these well-intentioned men: Is 
it right for our competitors to undersell us and make use of barter and 
wrong for us to do the very same thing? 

Mr. Chairman, this barter program is a good one. If properly 
administered, not only will it dispose of surpluses equaling the value 
of the needed materials which we acquire, but we have had ample 
testimony before this committee from competent exporters of agri- 
cultural commodities to the effect that disposals through barter ma- 
terially assist in their disposals for cash. And as you, yourself, have 
very eloquently demonstrated, time and time again there has never 
been one single instance where a barter transaction prevented a cash 
sale for dollars. In other words, our total disposals have been in- 
creased by the barter program operating before the Department of 
Agriculture decided to curtail it. 

I understand that a gentleman from the Department of Agricul- 
ture testified to such an incident, and I hope that later on, you will 
ask me a question on that, and I shall explain just the reverse took 
place, 

The misguided apostles who oppose barter constantly give the 
argument that barter disturbs normal marketing. I have already 
told you what that really means, but let me go further. In title I, 
which is a program of great magnitude, we carefully wrote restric- 
tions about the disturbance of normal marketings. Title III, even 
at the level desired by the Congress, is only a fraction of our govern- 
mental disposal program. The Congress has felt that in this instance, 
the danger to normal marketings would never be as great as in the 
title I program. This stems from its small volume and the fact that 
at every step of the way, a barter transaction is precisely the same as 
a transaction for cash. Every step of that transaction is handled 
exactly the same way as a cash sale. The only difference, Mr. Chair- 
man, 1s that in barter the sale of the commodity is tied into a sale of 
material which has made it possible for our businessmen to sell agri- 
cultural commodities abroad on a more competitive basis than if they 
were merely selling for dollars, with the thought for this competition, 
for this method of doing business, our cash sales would have been a lot 
more reduced, and we would be doing less business today than ever 
before. 

Mr. Chairman, it has already been pointed out by you and others 
why the nations of the world with whom the United States competes 
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in the export of cotton and wheat have been vociferous in their oppo- 
sition to the barter program. It has also been made clear in these 
hearings, and in those we had last year, that certain American firms 
who have large holdings in Mexican cotton have been active in build- 
ing up support within the Government against the barter program. 
At least one of the large grain companies which according to the 
public press, has rental contracts for the storage of our surplus grains 
totaling $13 million annually, has recently become very active in 
opposition to the barter program. 

Mr. Chairman, I wish I knew, but I don’t, why both the Depart- 
ments of State and Agriculture should be listening to those few who 
are advancing their own selfish interest to the detriment of our 
national program. ; 

Mr. Chairman, I cannot honestly find any logic or justification in 
the arguments advanced against barter. I know that the record shows 
that as the sales through barter increased, our total exports increased 
and so did our cash sales. I know that as the barter program de- 
creased, so did our total exports and our cash sales until they have 
sunk to their present low levels. I know that the storage costs for 
our surplus agricultural commodities now cost approximately $2 
million per day, and the Department estimates a considerable increase 
in the next few years. I know that the materials that we have been 
receiving in exchange for our surpluses are not only a valuable in- 
surance against a national emergency, but more importantly, they 
are materials which we will urgently need in our future economy, and 
are, therefore, valuable national assets, no matter how you look at it. 
I know that the value of the materials that we have taken in exchange 
for the deteriorating and expensive-to-store surplus commodities have 
increased significantly since their acquisition. I know that barter— 
and barter alone, Mr. Chairman—has permitted us to acquire materials, 
from many of the underprivileged nations of the world which they 
could not privately sell for dollars to the United States. And, Mr. 
Chairman, I know, as you so ably pointed out on the floor of the 
Congress, that since we have curtailed our barter sales the Soviet bloc 
has moved inte the vacuum and increased their exports to the very 
nations to which the Department of Agriculture and our State De- 
part will not permit us to export through the barter program. 

Knowing these things as I do, and recognizing that this committee 
also knows them and has always, on a nonpartisan basis, supported 
the type of barter program which all of us advocate, the question is 
what can we do about it ? 

There are pending before this committee many bills designed either 
to set the level of the barter sufficiently high as to force the removal 
of the restrictions presently on the movement of commodities or 
through other means to make it mandatory that the Secretary carry 
out the type of barter program which the Congress intends. Any of 
these bills, with a little rewriting would serve the purpose. 

I have read carefully the bill, H.R. 7983, recently introduced by 
the chairman of this committee and believe that the language in sec- 
tion 4 is perhaps the most competent language which has been pre- 
pared to require the Secretary to carry out the type of barter program 
that the Congress wants. It may be argued by some that the Con- 
gress should not mandate the Secretary to carry on such a program. 
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However, experience shows that no other alternative is«effective and 
I sincerely believe it would remove criticism of both the Secretary— 
whom I believe may be sincere in this particular instance—and those 
who administer the program if the mandate were clear and unambigu- 
ous. Otherwise, Mr. Chairman, we might as well abandon the 
program. 

I might add at this point, I remember the conference report we 
prepared last year and I remember how strong we made the language, 
and we all felt that we made the language strong in the report and the 
Secretary would carry out the intention of the law, but I see clearly 
now, today, and I am sure you must, that the language must be put 
into the statute and made mandatory. 

Now, Mr. Chairman, the history of this program is still relatively 
new. In 1954, as farm surpluses began to pile up in our warehouses, 
Congress enacted Public Law 480 providing various methods for dis- 

osing of these surpluses abroad. One of these methods was barter 
or strategic and ies materials, and services of value to the United 
States. 

Such authority was not new. It had existed for many years in 
the Commodity Credit Corporation Charter Act, and had been im- 
plemented in various other statutes. Relatively little use has been 
made of this authority, however, because there was no clear congres- 
sional policy for such a program. 

Section 303 of Public Law 480 established such a policy by directing 
the Secretary of Agriculture “to use every practicable means” to 
arrange and make such barters or exchanges nen he “has reason 
to believe” that “there may be opportunity to protect the funds and 
assets” of the CCC by barter or exchange of agricultural surpluses 
for “strategic materials entailing less risk of loss through deteriora- 
tion or substantially less storage charges.” 

The clear intent of this legislation was to establish the congressional 
policy that barter did protect the “funds and assets” of the CCC and 
to establish barter as a priority method of disposing of agricultural 
surpluses, second only to cash sales for dollars. 

For about 214 years, until May 1957, the Department of Agricul- 
ture carried out a barter program as intended by Congress. During 
this period it exchanged more than $900 million of surplus agricul- 
tural commodities for an equivalent amount of foreign minerals and 
other materials of permanent value. These materials went into the 
strategic or supplemental stockpile from which they can be released 
only by Presidential proclamation or joint resolution of Congress. 
Therefore, contrary to the fears expressed by the witnesses from the 
State Department, these materials cannot be.a threat to the market, 
nor do they affect adversely any domestic minerals market or produe- 
tion and in fact, support domestic prices by drawing surplus materials 
from world markets. 

This is the best business we have ever done in disposing of sur- 
pluses. As shown in the extremely well-prepared staff study of your 


committee, during the years 1954-58 we exchanged $979.6 million in 
essentially worthless farm surpluses for barter materials. On March 
27, 1959, these materials were worth $1,035.2 million or $55.6 mil- 
lion more than we paid for them. Those are facts, At the same time, 
we have been saving more than $100 million a year in storage costs. 
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The Department of Agriculture estimates the annual cost of storing 
the farm surpluses we have exchanged by barter would be $109.1 mil- 
lion, while the annual storage cost of the materials we have received 
in exchange is only $4.4 million. 

Why in May 1957, the Department of Agriculture suddenly brought 
this highly successful program to a halt is still a mystery. The an- 
nounced reason was that it was interfering with cash sales. More 
recently it has become clear that this means the cash sales of other 
nations, not ours. In numerous appearances before the House Agri- 
culture Committee, Department witnesses have never been able to 
submit any proof of significant interference with cash sales. On the 
contrary, the Department’s records as shown in your committee staff 
study show that our toal exports of agricultural commodities have 
been highest in the years when barter exports were the highest. 

As I have previously stated, the real reason for the action was that 
small groups of employees in the Department of Agriculture and the 
Department of State who had always been opposed to the barter pro- 
gram had succeeded over the years in impressing their views on those 
at the policy level. 

Committees of both the House and the Senate have tried repeatedly 
to get the Department of Agriculture to reinstate the barter program 
but without success. From May 1957 until November 1958, after 
Congress had enacted a new and stronger barter policy provision, 
there was virtually no barter business done. 

The device used by the Department of Agriculture to prevent barter 
transactions was to require a showing by the proposed contractor that 
the exports of surplus commodities involved in the transaction would 
be over and above all possible cash sales of these commodities. Ob- 
viously, it was impossible for private contractors to submit any satis- 
factory proof of such “additionality”; and I submit it was extremely 
unfair to place the burden of proof upon these private individuals. 

The insincerity and inconsistency of the Department’s position in 
this matter was demonstrated by the fact that during the fiscal year 
1958 the Secretary made agreements to sell surpluses for foreign cur- 
rencies—under title I of Public Law 480—to at least 12 countries into 
which he refused to let surplus commodities move under barter trans- 
actions without proof of “additionality,” although he had the burden 
of proof under section 101(a) of the act to determine that sales under 
title I will be additional to usual marketings of the United States 
before approving any such sales. 

Over the objections of the Department of Agriculture, the act ex- 
tending Public Law 480 in 1958—Public Law 85-931—embodied a re- 
vised barter policy section intended to reestablish the barter program 
at the level at which it was operating prior to May 1957 and under- 
taking to prohibit the Secretary from requiring a showing of addi- 
tionality on the part of the proposed contractor before approving a 
barter transaction. 

The policy of the Congress that the Department of Agriculture 
should carry on an aggressive and substantial barter program is 
clearly set out in the 1958 amendment and is summarized by the House 
conferees, of which I had the honor to be a member, in the last full 
paragraph of our report on the bill, and I quote: 


As we have stated above, the substantive changes in the law, while significant, 
are not nearly as significant as the fundamental fact that the Congress has felt 
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it necessary to enact legislation to require performance of a program which it 
has previously established by law. This bill is designed to reinstate a barter 
program of at least the magnitude followed prior to the restrictive regulations 
issued by the Secretary of Agriculture. 


That is very clear language, which no one could misinterpret. 

In spite of this clear intention of Congress, this program has con- 
tinued to be hedged about by restrictions and obstacles which will 

revent it from attaining more than one-third of the volume Congress 
ad in mind. 

The restrictions are in two general areas: 

1. Designation of most of the major trading areas of the world as 
markets into which surplus commodities may be exported by barter 
only with a showing of “additionality”, and , : 

2. Arbitrary and unnecessary limitation on the list of foreign ma- 
terials which may be imported as part of a barter transaction. The 
Department of Agriculture itself admits that it is more difficult to 
make a barter transaction under the reinstated program than it was 
under the regulations in effect prior to the 1958 amendment of the 
law. 

Since the announcement of the reinstated program in November 
1958, the Department has received as of June 30, 1959, some 559 
formal written offers to enter into barter contracts for a total value of 
$854 million. However, it has rejected offers amounting to $493 mil- 
lion and has accepted only offers with a value of some $156 million, 
and in this connection, I say those who were able to put across this 
$156 million in the Department of Agriculture, deserve a great deal 
of credit. 

Significantly, the volume of new offers has been drastically reduced 
so that new contracts will be in a greatly reduced volume. For in- 
stance, while during November through February the new offers 
averaged over 115 per month, since then they have averaged only 
38 per month. This is basically because the materials offered were 
no longer eligible for barter because quotas established by the ma- 
terials committee had been reached. 

For 3 months the Department refused to accept any offers to 
barter cotton, although U.S. cotton exports are running 51 percent 
below last year and American cotton has virtually ceased to move 
on the world market because of our export pricing policies. Listen 
to this: The Department refused to approve the rer of soybeans 
into West Germany although that country is increasing its purchase 
of soybeans from where? From Communist China. It refused to 
approve barter of feed grains into the Benelux countries although 
their purchases of feed grains from the Soviet bloc are increasing. 
It refused to approve a barter of cotton and tobacco to France, en- 
tering instead into a sale of these commodities for French currency, 
although the French were willing to pay for the commodities by 
valuable materials instead of with soft currency, which as time goes 
on will be reduced in value. It refused to approve a multilateral 
transaction involving the movement of American cotton to Japan, 
although Japan was negotiating and has since entered into, its first 
barter deal with Russia for Soviet-controlled cotton. 

While our Department of Agriculture is preventing surplus agri- 
cultural commodities from moving into European markets under the 
barter program, while our agricultural exports are at the lowest point 
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since 1955, ee commodities from the Soviet bloc are. mov- 
ing into the West European market in steadily increasing quantities. 
Numerous new trade agreements with the Soviet bloc involving agri- 
cultural commodities have been signed by West European countries 
within the past year. 

Under these trade agreements alone, more than an estimated 1.5 
million metric tons of wheat, feed grains, tobacco, cotton, and rice 
will be moved during the calendar year 1959 from where? From the 
Soviet bloc into countries where the Department of Agriculture will 
not permit our surpluses to move under barter without a special and 
virtually impossible proof of “additionality” and I might add that 
these are the so-called hard currency countries; and if you want proof 
of this, all you have to do is take the very documents which the De- 
partment of Agriculture issues, so you can see that the Department 
of Agriculture is talking at this moment, just like that Russian dog 
with two heads, and here it is in one of their publications “Foreign 
Agriculture Circular”, they see no Soviet economic offensive pene- 
trating less developed countries in the free world, and all through 
these reports, you see how Russian wheat a are rising as pro- 
duction increases, and our own markets are being decreased. 

The second major impediment to the barter program is the small 
list of materials which have been designated for importation under 
the program. The-1958 amendment broadened the base from which 
the President may designate materials to be received in barter so 
that it could include materials other than the approximately 70 on the 
official stockpiling list. The President assigned the responsibility 
for recommending such materials to an interdepartmental committee 
and this committee has done the exact opposite of what the Congress 
recommended. It has designated only a relatively few materials 
which can be received in barter, about 25, and without specific 
authority from the President, has placed quantitative limits on even 
these few materials. The effect is that there are at present only a 
relative handful of materials—at best estimates about 12 in number— 
which are actually eligible for importation under the barter program. 

It is reported that representatives of the Department of Agricul- 
ture on the Inter-Agency Materials Committee have tried strenuously 
to get additional materials on the barter list and to have quantitative 
limits removed from those now on the list but that their efforts have 
been thwarted consistently by representatives on the committee from 
Department of State and the Bureau of the Budget. In addition, 
it is reported that the Bureau of the Budget representatives have 
put pressure on the General Services Administration, which estab- 
lished the price paid for barter materials, to reduce the price levels 
they will Sp EEOYSs so as to further handicap the program. 

I repeat, Mr. Chairman, that the President—I believe he was sin- 
cere when he made these declarations—has expressed himself as 
favoring a substantial barter program; probably close to that carried 
on prior to May 1957—that the Senter? of Agriculture is not op- 
posed to a substantial program and that the main impediments to 
this program are being erected by those below the policy level in 
the Departments involved. In most instances, those making policy 
ean only accept the reports and recommendations of those working 
under them and if these reports indicate that a program is being 
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carried out in accordance with the intent of Congress, although this is 
not the fact, this position will ordinarily be accepted by policy-making 
officials. 

To me, Mr. Chairman, the collateral benefits arising from a barter 
program such as that carried on by the Department before May 1957 
are even more important to the United States than is the primary 
benefit of disposal of essentially worthless surpluses for valuable 
materials. Among these collateral benefits are the following: And, 
gentlemen in this Committee‘on Agriculture, bear these collateral 
benefits. 

1. Resistance to Soviet Trade Expansion: Many of the materials 
acquired under the barter program come from economically under- 
developed countries of Africa, Asia, the Near East, and South 
America. In many instances, these materials are the major export 
commodities of those countries. Under the barter program, we 
were providing these countries with a profitable outlet for what they 
have to sell. We were establishing and cementing their trade rela- 
tions with the United States. We were making its difficult for Rus- 
sia to move into this same trade area. With the curtailment of the 
barter program, we have cut off this trade relationship with many 
of these countries and in so doing are aiding and abetting the efforts 
of the Soviet bloc to extend their sphere of economic influence, because 
we have moved out and they have moved in. Don’t take my word for 
this. Look at your own committee staff study which. shows the 
countries. 

2. Barter is an effective form of foreign aid: In the case of many 
of the countries listed in the staff study, the commodities obtained by 
the United States under the barter program are substantially the only 
products those countries have to sell to this country and in many 
mstances, they are extremely important to the economy of the count 
involved. Under the barter program we were not only obtaining full 
value for our agricultural surpluses but we were providing the most 
effective type of aid to the economies of the countries from which we 
were acquiring materials. Without one dollar of cost to the taxpayers 
of the United States we are providing these countries with millions 
of dollars’ worth of purchasing power and providing it in the place 
where it does their economic development the most good—in the 
direct channels of trade and commerce. 

3. Barter stabilized our own minerals industry: Under the barter 
program, the world price of lead and zinc was stabilized at a level 
satisfactory to virtually all concerned. Only after the Department 
of Agriculture discontinued the barter program and acquisitions of 
these metals under that program ceased, did the world prices of lead 
and zinc drop to the point where assistance had to be provided for the 
domestic mining industry. The steps which have had to be taken to 
subsidize the domestic lead and zine industry would probably not have 
been necessary had the barter program been continued. It is worth 
nothing now that there is again a barter program—even, though 
on a limited scale—the world price of these two minerals is improving. 

4, Barter is good foreign relations: A large part of the unpleasant- 
ness which Vice President Nixon, for example, encountered in South 
America was the outgrowth of the curtailment of the barter program. 
Although the quantity of materials which had been obtained from 
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South American countries was not large, it had been: sufficient to pro- 
vide an important prop to their economy, not only through direct sales 
but through stabilization of world minerals prices. In the opinion of 
competent observers, unrest and hardship related directly to termina- 
tion of the barter program provided the environment which made 
possible organization of the demonstrations against the Vice President. 

5. Barter is good business: No other form of surplus disposal gives 
the United States as much in return for its surplus commodities as 
barter. Under barter, surpluses are exchanged at’ their full export 
value for strategic and other materials which, considering the effects 
of inflation, are actually worth more than dollars, and the exporter 
pays the ocean freight. Under title I sales, the selling price is 
frequently discounted by a favorable exchange rate, part of the CCC 
dollars go to pay the ocean freight, and the United States receives in 
return foreign currencies subject to serious depreciation. Even cash 
sales take dollars out of the importing countries, while barter trans- 
actions put dollars or their equivalent into the countries from which the 
materials are acquired, and the record is convincing that these dollars 
are immediately spent where? Right back here in the United States— 
thus giving us two full-rate commercial transactions for our surplus 
commodities. 

In conclusion, Mr. Chairman, I hope that this committee and the 
Congress, and, for that matter, the executive branch, will not judge 
the many values of this total program solely in the light of unproven 
and now very shopworn statements that comes sales displace cash 
sales, or in the light of the objections from friendly foreign countries, 
who, while doing extremely well in exporting their own agricultural 
commodities, are most jealous of any exports from the United States. 
These are relatively minor considerations raised against a proven 
method of increasing our agricultural exports, reducing our surpluses, 
assisting friendly nations, and building our economic resources—a 
method which has strengthened the United States to wage economic 
war against the Soviet, and enabled us to better protect the very allies 
who are complaining. 

I thank you very much, Mr. Chairman. 

The Cnatrman. Thank you, for a very fine statement and I com- 
pliment you by saying I think you have presented the most forceful 
and convincing argument for barter transaction, than any other 
witness who has appeared here. It is very clear cut and a compre- 
hensive statement, and I think you have emphasized the things that. 
should be emphasized. 

I call attention to the fact that we in our report stated: This bill 
is designed to reinstate the program of at least a magnitude followed 
prior to the descriptive regulations issued by the Secretary of 
Agriculture. 

Apparently, that language of our report has been completely 
ignored and I want to agree with you that I think the trouble is not 
with the President nor with the Secretary of Agriculture, but rather 
with somebody down the line, and I think we know who those people 
are—they are just throttling the program and defeating the intention 
of Congress. 

Now, if the barter program is bad, somebody should come up and 
tell us wherein it is evil. That is the very purpose of these ee 
I think you know this committee would report an extension of Public 
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Law 480, without a dissenting vote but when we found the Depart- 
ment slowing the program down, that was an indication to me that 
something must be wrong with it. 

Now, we have been trying through all these years to find out what 
is wrong with it and only one witness so far has indicated it was the 
administrators of this program. I will guarantee that his testimony 
in that regard will be completely dissipated when we call Mr. Palmby 
back to this committee room. 

He only pointed out one transaction, which he said interfered with 
the normal trade and commerce. Since he gave us that evidence, I 
have found out’ and have been advised that Mr. Palmby himself 
approved that transaction. 

r. Anruso. May I add to that, Mr. Chairman ? 

I happen to know the facts. They were given to me this morning 
about that particular transaction, and I believe that Mr. Palmby 
would have to confirm them, because they are a matter of record. 

The transaction originated in this manner. A Dr. Boch, who isa 
chairman of the wheat board of South Africa, came to this country to 
buy 60,000 tons of wheat for cash; Mr. Palmby did say that he came 
here—he wanted to buy 60,000 tons of wheat for cash. 

Mr. Jounson. What is the number of bushels? 

Mr. Anruso. I will give you the figure. He wanted to buy 60,000 
tons of wheat for cash. And while he was here, mineral interests in 
South Africa made the South African Government purchase this 
wheat by barter instead of cash and here is the reason. This is what 
Mr. Palmby said. He said—Mr. Palmby said—that while here, 
South African interests made him buy this wheat for barter, when 
he intended to buy it for cash. 

What are the facts? And this isa matter of record. 

Dr. Boch demanded a No. 1 grade of wheat for the price of grade 
3 wheat, which really amounted to a 5 percent discount. Well, you 
know that the Department of Agriculture cannot give those dis- 
counts. This man wanted to buy—he would have taken it for cash— 
grade 1 wheat provided he got it for the price of grade 3 wheat, 
which amounted to demand from the Department a discount of 5 
percent. 

When the Department told him that they could not give him any 
such discount, that sale could not be made for cash, it was then that 
the CCC took the only way out. It was the Department of Agri+ 
culture which made this deal, as you just, yourself, said. When 
they could not make the deal in any way, they took the only way out 
and made it by barter, because through barter, they could give this 
discount, and instead of selling 60,000 tons, Mr. Chairman, which this 
man intended to buy, they sold 70,000 tons; so barter here permitted 


a transaction which otherwise would never have been made, and it | 


was increased in quantity. 
That is the facts of that particular transaction. 
The Cuarrman. That is not the transaction that I had in mind. 
Mr. Anrvuso. I don’t know that. 
The Cuarrman. I thank you for giving us the benefit of that 
information. I think it is rather unfair of Mr. Palmby or anybody 


| 


else, to use that particular transaction as an argument against barter, | 
when, as you said, he is the man that proposed the barter. 
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Mr. Anruso. The Department did. 

The Cuamman. And put the barter transaction through, in lieu of 
the transaction which fell through because of the reasons you told 
us. Wecan go into that when Mr. Palmby comes back. 

Mr. Anruso. I might say at this time that Mr. Palmby—you have 

t to hand the man his due—Mr. Palmby has tried to do a lot of 

artering, and he has done a great deal of bartering, but of course, 
he cannot overcome the restrictions, and all of the other. obstacles 
which are made by people much higher than he, or right in between; 
and I want to say this. I want you gentlemen to know that Mr. 
Palmby is a very honest and a very energetic man, who has tried 
to do the most bartering he could under the circumstances. This I 
must state, because I know it is a fact. 

The Cuarrman. The transaction I had in mind, I think was one 
in Belgium and my understanding is that that transaction was 
approved by Mr. Palmby and the provisions were approved, or estab- 
lished by the highest official authority in Belgium. Now, that 
transaction has been criticized by this man, Mr. Farrington. 

Other than those transactions, we have not heard of any further 
obstacles to the dollar transactions in the world market. 

Now, you come from the greatest city in the country. 

Mr. Anruso. I admit that, Mr. Chairman. 

The Cuarrman. And you are the greatest Congressman in the 
country. 

Mr. Anruso. Well—— 

The Cuarrman. You admit that? 

Mr. Anruso. I think you are the greatest Congressman. 

The Cuatrman. The thing that impresses me about your appear- 
ance is, first, I want to tell you all of us are grateful to you for your 
interest in agriculture. You come from a great city, where business- 
men operate continuously in the commerce of the world. Have you 
received any complaints from any of your constituents, businessmen 
or bankers or professional men, or anyone, to the effect that these 
barter transactions have interfered with normal commerce? 

Mr. Anruso. Not a one. I received letters to the contrary, why 
are we not disposing of more of these services through bartering. 

The Cuarrman. Mr. Goedecke brought out a point which I think 
is actually true. That, of course, if we increase our exports, we have 
to compete in the world markets. To enable us to compete in world 
markets, we have authorized the Secretary to make these subsidies. 
Move cotton ; move wheat; move corn. 

Now, suppose there is a rather large margin of profits involved 
in the exchange of cotton or some other materials. That is somewhat 
of another factor in subsidies, is it not, which would enable us to 
accelerate the flow of commerce ? 

Mr. Anruso. That is correct, Mr. Chairman. 

The Cuarrman. I think that is true. I don’t think we can afford 
ungrounded and unlimited bargaining. I think we have to watch 
it to be sure it does not interfere with normal trade and commerce. 

Mr. Anruso. Let me say this. I think that every man doing busi- 
ness in barter is in favor of that. What these people are saying is 
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this. You establish a program. You have commodities to sell. I 
have these surpluses. This is the policy which you have established— 
the Government—and we come to you and say, now we can dispose 
of these surpluses even better than anybody else can, and we are 
doing it even better than cash transactions. We are carrying out 
your policy, in other words, in a better manner. That is what they 
are doing. 

The Cuarrman. I was impressed:with another statement you made. 
That is that under a barter transaction, we are not actually taking the 
dollars away from the country with which we are doing business, 
We take it out in materials, and we are giving them something in 
exchange. They want what we have and we want what they have, 

Here is a foreign circular issued by the U.S. Department of Agri- 
culture on May 15, 1959, and the title of it is “The Russian Wheat 
Exports Rising.” This indicates that the transactions were even with 
Japan, the Netherlands, Norway, Sweden, Austria, and the United 
Kingdom. 

Now, that is where we should be doing business. 

Mr. Anruso. Exactly. 

The Cuarrman. But instead of our putting American wheat into 
those ports, according to this statement, Russian wheat is going there. 
And, for the life of me, I cannot understand how the Department of 
Agriculture can sit down and get out these bulletins and be fully 
aware of what is happening, and still tell us that they don’t want to 
carry on the program. 

Mr. Anrvso. Mr. Chairman, I would like to say this to you and my 
colleagues. There are some people who have the mistaken view that 
in order to carry out foreign policy, we must not do anything which 
may be objected to by any particular country which is an ally. That 
is approaching the situation from a point of weakness. Our allies 
expect this country of ours to be strong. Our allies expect this coun- 
try of ours to do all the business that we possibly can. Our allies 
will think that we are a bunch of dopes if we relax merely to permit 
them to do business, and permit them to do things that they don’t want 
us to do. 

I think it is only by showing strength, by doing the things that we 
are doing and want to do, that we can be strong enough to protect 
the very allies who are objecting. 

In the final analysis, Mr. Chairman, if we don’t do these things, 
what happens’ Russia has moved right in, and dealt with our own 
allies, and so our own allies, what have they done? They hurt us 
but they have strengthened Russia. That, to me, does not make sense, 
and it is not good foreign policy. 

The Cuarrman. Thank you very much, Mr. Anfuso., 

Are there any questions ? 

Mr. Larra. Apparently, there is a discrepancy in the testimony 
before this committee. When Mr. Palmby was here, he was testify- 
ing about this African transaction. He stated that he saw two com- 
munications; one of them to the effect that he was to buy this wheat 
for dollars, and in the second one, I think his testimony reveals it 
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was sent the following day, his Government instructed him to enter 
into a barter transaction and your testimony here this morning indi- 
cated that the Department of Agriculture initialed the idea of a 
barter transaction. 

Mr. Anruso. No. No. If I gave you that impression it is not 
correct. 

Mr. Larra. That is the impression I received. 

Mr. Anruso. Let me correct it. 

He came here with the intention of buying 60,000 tons of wheat 
for cash and the Department of Agriculture was trying to do busi- 
ness with him on that basis, but he was demanding grade 1 wheat for 
the price of grade 3 wheat. That would mean that the Department 
would have to give him a 5-percent discount. This, of course, the 
Department is not permitted to do by law so the Department was 
unable to make this contract under the cash sale basis. It was then 
that interests in this country, interests in South America, induced him 
to buy for barter, because in barter, he was able to do this very thing 
and the CCC was very glad to do this particular sraphaation Giada 
the CCC did have a sale which ordinarily they would not have had 
and instead of selling 60,000 tons they sold 70,000 tons. 

Mr. Latra. That is the point I want to clear up. I think the 
record will show that you indicated that the suggestion that we enter 
into this transaction originated with the Department of Agriculture. 

Mr. Anruso. I am glad to correct that. I don’t think Mr. Palmby 
is the type of individual that would state a misstatement. I think he 
knows more of the individual facts than I would. 

Mr. Larra. Thank you very much for clarifying this point. 

Mr. Suort. Mr. Anfuso, you made reference to the fact that by 
virtue of not utilizing the barter program, we have lost some potential 
sales to some of the hard currency countries to the Soviet. Union— 
Russia. We regret we lost our sales, but I wonder if we don’t have 
to take into consideration the restriction on the barter program. Did 
those countries have the barter products that we could probably have 
received in this country ? 

Mr. Anruso. Oh, yes. Yes. 

Mr. Suorr. It has been brought out rather briefly during these 
hearings, that in some instances, we have been importing some metals 
into this country under the barter program that have in some in- 
stances, disrupted to some degree, our economy. It was brought out 
here, the other day—a couple of days ago—that in tin, we have been 
importing tin under the barter program when perhaps we had some 
tin mines in this country that are closed down. 

I wondered whether if, in some of these instances, where we have 
not accepted barter dealings, if there was not a justification under 
the barter program for not making it. However, I do think that our 
policies ee have been a little bit too inflexible for us to make 
proper price adjustments to meet the competition of the Soviet Union, 
mm wheat, for instance. I don’t know just how inflexible we are 
going to have to make our price because they can make their price 
at whatever they want to in order to deal with these people, that 
want these products. We have some restrictions. 
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Mr. Anrvso. Mr. Short, it is those very restrictions which hampered 
the program. 

The Cuarrman. Let me interrupt.’ Will you yield? 

Mr. Snort. Yes. 

The CHarrman. I think your argument is not sound when you used 
tin as an example. I think perhaps some other product rather than 
tin would be better. I don’t think we have had any evidence that 
there were any tin mines in this country shut down. 

Mr. Jennies. I referred to manganese the other day. 

Tue CuHarrman. I just wanted to say, it appears to me that this 
bulletin that I just talked about clearly indicates that these very 
countries in which we should be dealing, we are not dealing there 
because of these regulations in the Department which restrict the 
program. Isn’t that right? 
aint Anruso. That is correct. That is what I tried to say to Mr, 

ort. 


The CuHatrMANn. If we remove these restrictions and let buinessmen 


go into the Netherlands and Japan—— ; 


Mr. Anruso. That would put us in competition with Soviet Russia, 


if you removed those restrictions. 
he CuHarrMan. We might recapture some of the trades. 


As I pointed out further, in these hearings, in this country, our ex- | 
ports have gone down about a half million dollars. I think it is due | 


to the fact they put restrictions on the program they are talking about. 

Mr. Anruso. If you like for the record, I think I can supply certain 
specific instances, for example, where the Russians moved in, when we 
moved out. 

The CuHarrman. When you finish your testimony, I am going to 
ask permission to put this bulletin in the record, which I think sub- 
stantiates your statement. 

Mr. Anrvuso. That definitely should be in the record, Mr. Chairman. 

The Cuarrman. I think so, too, so everybody can read it. I think 
it ot your statement. 

r.SHort. The point that I think should be made, I think the record 
of our hearing, Mr. Chairman, should perhaps carefully bring out, and 
it has been mentioned here this morning, that lists would be provided, 
I believe you said you have the list. 

Mr. Jounson. I gave the list to the chairman. 

Mr. Suort. Have we had a limiting factor in these countries, so that 
they would have been willing to barter for some of their strategic ma- | 
terials, so to speak, but we were in the position of having reached the 
saturation point in our need for those? We cannot go on indefinitely, 
it seems to me, at the rate that we perhaps started this bargaining 
program, because we start acquiring some things that we had no supply | 
of. We established an adequate supply of them; then we perhaps had | 
to curtail, sort of. 

Mr. Jenntnos. Will the gentleman yield ? 

The thing going through my mind all the time is, when do we reach 
the saturation point in soft currency? We have been having so much 
of this soft currency. How are we ever getting that back into this | 
country ? 

Mr. Suort. Is it your point that we could just as well have an over: | 
supply of these strategic materials? . 
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ed Mr. Jennrneos. Is it worse to have an oversupply of these strategic 
materials, or an oversupply of soft currency ? 
Mr. Snort. Or an oversupply of agricultural commodities. 
Mr. Jenninos. That is the choice we have to make. Yes. 
ed Mr. Anruso. I would like to say this to you, Mr. Short. Any time 
an the Government thinks these strategic materials should not be bartered 
Lat for, they take away from the list. These people are only bartering for 
the very things the Government says they can barter with. Let me 
say something else. Regardless of how bad some of these materials 


his are, and they are not, because all of them have proven their value, it 
has been proven that those materials have increased in value. 

= Just like Mr. Jennings said, for example, “the soft currency keeps 

the going down but these materials keep going up in value,” and even if you 

took for example, at this moment, if you took all of our agricultural 

Mr. surpluses, $9 billion and you exchanged it for these materials, you 

would be saving this country about a billion dollars a year just in stor- 

7 age, because it costs 50 times as much to store wheat and cotton than it 

f does to store these strategic materials, and then those strategic ma- 

sia, | terials, you don’t know when we will need them. Russia is trying to 


stockpile all those things. In case of a conflict with Russia, we cer- 
tainly need all those things. 


Ck The Cuarrman. Are there any further questions? 
due Thank you very much, Mr. Anfuso. : 
out. Mr. Anruso. I thank pa gentlemen. It is very nice to be here. 
‘ain | The Cuarrman. I will put this bulletin at this point, in the record. 
_—_ (The bulletin is as follows.) 
yr to (Foreign Agriculture Circular, U.S. Department of Agriculture, Foreign 
sub- Agricultural Service, Washington, D.C., May 15, 1959) 
RUSSIAN WHEAT Exports RISING AS PRODUCTION INCREASES 
nan. | 
Link There has been a marked expansion in Russian wheat production in recent 


years largely because of a series of good harvests and the development of new 
lands east of the Volga River and Ural Mountains. 
cord Trade groups and other segments of the Western World have indicated some 
and concern over the possible impact this greater production might have upon in- 
ded. ternational wheat trade patterns. Officials of the Soviet Union have emphasized 
stockpiling and increased domestic consumption rather than the expansion of 
exports of wheat. Nevertheless, production at current levels has greatly in- 
creased available supplies. Recent official Soviet reports show government 
that procurement from the record 1958 grain crop was roughly 30 to 40 percent above 
ma- that of recent years. 
| the The amount of wheat needed to build reserves, and the additional quantities 
which might flow into domestic use either as food or animal feed are largely a 
tely, | matter of government policy and thus remain unknown. However, a brief review 
ning ' of the Soviet Union’s wheat production, its position as wheat exporter, and 
pply | current international trade developments involving Russian wheat throw some 
' light on the Russian export potential. 


REVIEW OF RUSSIAN WHEAT POSITION 


cath | The U.S.S.R. has traditionally been among the world’s largest producers and 
eac | exporters of wheat as well as other grains. On the basis of present boundaries, 
nuch : wheat production reached a high of over 1.5 billion bushels in 1937 and then 
this) did not regain that level until in 1955. Production has risen roughly 50 percent 

_ Since 1955, however. The 1958 crop is believed to have reached at least 2.3 
overs ' billion bushels, 300 million over the estimated previous high in 1956. Official 


Soviet sources, however, estimate the 1958 crop at about 2.8 billion bushels. 
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A large portion of Russian wheat is grown in an area that is subject to frequent 
drought. For instance, in 1957, a year of widespread drought, the crop was 
estimated at only 1.8 billion bushels despite a somewhat larger acreage than 
that which yielded the record 1958 crop. 

Before World War I, the U.S.S.R. was the world’s leading exporter of wheat. 
During 1910-14, Russian exports averaged 166 million bushels annually and 
made up nearly one-quarter of world trade in wheat and flour. 


Wheat including flour: Russian exports, 1901 through 1958 (year ending June 30) 
[Million bushels] 





j 











Year ending June 30 | Exports | Year ending June 30 Exports 
Average: | || Average—Continued 

1901-04__......----- —thbbdndeds 117.3 RESO didghcbbeshadesssbbeue 35.2 
Si lk dining wip blvd baieeh | 125.3 1950-64........ hep ountbaaiuaiondel 1 60,2 
EE LE RR ES 165.7 || Annual: 

MD ib i tht cust nates 12.5 $06 538 hg oa gel LER 2 63,9 
eS oii entntendieannne ude 16.9 Soke oc ackccnnnthpatnetinnet 37.3 
PE cttchn lh woekeemnudetdobakl 49.2 Ot FeLi. Be 159, 8 
NE ch inl fev cat, ed 24. 5 UR sth cee 144.5 





1 Includes an allowance for an estimated 24,000,000 bushels of exports to some eastern European countries 
for which no official statistics are available. 

2 Includes an estimated allowance of 44,000,000 bushels believed to have been shipped to East Germany 
and Czechoslovakia for which no official statistics are available. 


Today, after over 40 years, Russian exports are again reaching the high 
volumes attained during the early 1900’s. Exports during the 3 years 1956-57 
through 1958-59 are expected to average approximately 150 million bushels 
annually. This is exceeded only by the United States and Canada whose ship- 
ments for the same period are expected to average 467 and 306 million bushels, 
respectively. Despite these large shipments, Soviet exports of wheat to Western 
markets have thus far shown relatively little increase. A primary reason for 
this important development is that Eastern Europe, formerly a surplus pro- 
ducing area, has found it necessary in recent years to import increasingly large 
quantities, primarily from the Soviet Union. At present, over 80 percent of 
Soviet wheat exports are moving to East Europe’. 


Wheat and flour: Free world and Communist East European imports from the 
U.S.S8.R. 


[Million bushels] 

















Year ending June 30— Free world | Communist Total 
East Europe !! 

nell 
Ne Ri i eet att asinine mip hess 25. 2 (2) (3) 
EES ee Oe adn settee notes 36. 5 (2) (3) 
ais SSIs SS ELL RES ce SES EE, Geka 33.7 (2) (3) 
Te vel 27.8 | (2) (3) 
os se A, LLG oc eee eR bh 19.8 | 44.1 63.9 
I ectihs  Bd inci oe ts dbanpdeaclka sist tede obaktn ee. 11.8 25.5 | 37.8 
reece hs AAS Latet Satie kee hinddbeSibinunbedias 24.9 | 134.9 159.8 
oe re er se a ee 16.3 128.2 144.5 





1 Estimates, based upon Russian exports to East Europe. 
2? 4-year average, 1950-51 through 1953-54, estimated at 32.3 million bushels. 
3 4-year average, 1950-51 through 1953-54, estimated at 63.1 million bushels. 


| eens 


CURRENT TRADE DEVELOPMENTS 


Although the Russians have not publicized their wheat export intentions, 
trade developments over recent months have clearly indicated that a substantial | 
rise in exports is taking shape. 

Among the earliest significant indications were a pair of bilateral trade’ 
agreements which the Soviet Union entered into with France and Japan. | 
France, although normally a large exporter of wheat, has found it necessary 


© 


Includes Soviet East Germany, Yugoslavia, Albania, Bulgaria, Hungary, Czechoslovakia, 
Poland, and Rumania. 
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to import large quantities this year. As of the end of March, France con- 
tracted for delivery to France and Algeria over 7 million bushels of wheat from: 
the Soviet Union and roughly 2 million bushels from East Germany—which 
also is to be filled with Russian wheat. Substantial quantities have already 
been delivered. The agreement calls for payment in French goods. 

In the case of Japan only a trial quantity of less than 100,000 bushels has 
thus far been purchased from the U.S.8.R. Additional purchases, which trade 
sources have reported might reach over 7 million bushels, will depend upon 
the outcome of laboratory tests of the trial shipment. Any further purchases 
will be paid for with goods, as was the case in the French-Russian trade 
agreement. 

Another very significant instance of the Soviet Union’s increasing wheat ex- 
ports has deve loped in the Netherlands. During the last 3 years, less than 
300,000 bushels of Soviet wheat annually have come into the Netherlands. How- 
ever, between September 1, 1958, and mid-March 1959, that country had pur- 
chased almost 7 million bushels of Soviet wheat. 

Further appearances of Russian wheat in European markets, include a recent 
sale of a small quantity to Portugal and the delivery of over 300,00 bushels to 
Switzerland under a Swiss-Finnish barter transaction. These movements, al- 
though relatively small, have no precedent during recent years, as was true 
with the sales to France and Japan. Substantial quantities of Russian wheat 
continue to enter Finland, Norway, Sweden, Austria, and the United Kingdom, 
with relatively small amounts also appearing in Denmark and Belgium. 

Other recent developments involving Russian wheat include delivery of 
about 1.5 million bushels as a gift to Afghanistan in early 1959, and a gift of 
about 1.1 million bushels to Iraq. 

Of the gift to Iraq, 220,000 bushels are known to have arrived in March. 
Iraq, normally an exporter of grains, has no recent history of wheat imports 
from the U.S.S.R. The wheat received by Afghanistan is a continuation of 
Russian aid that began several years ago to that country. 

Egypt has been importing large quantities of Russian wheat for at least a 
decade. In recent years, however, this volume has increased. Imports from 
the U.S.S.R. reached almost 15 million bushels in 1956-57, declined to about 
7.4 million in 1957-58, and in 1958-59 are expected to again reach nearly 15 
million bushels. 

In general, according to recent reports, the quality of Russian wheat com- 
monly referred to as a semihard bread wheat, has been found acceptable. The 
offering prices quoted regularly for Russian wheat on European markets are 
reasonably competitive, and seem to show no tendency on the part of the 
Soviets to dump wheat on world markets. The bulk of Russian wheat move- 
ments take place under barter transactions, in which governments of the 
importing countries may or may not be directly involved. 


GENERAL CONCLUSIONS 


Imports of Russian wheat into free world markets are expected to reach 
35 to 40 million bushels in 1958-59, and may go even higher. This compares 
with the previous post-World War II record of 36.5 million bushels, set in 1951- 
52, and 1957-58 imports of only 16.3 million bushels. Thus, a substantial 
increase in Soviet exports to free world markets is in process, despite continued 
large shipments to East Europe. 

The U.S.S.R. appears to be making a considerable effort to establish perma- 
nent cash markets in free world importing countries. The success of this 
effort beyond the current year will depend mostly upon (1) Soviet production 
levels and export policy, and (2) East Europe’s import needs. In general, 
there appears little reason to expect East Europe’s import needs to rise above 
current levels. The ability of the U.S.S.R. to maintain a high level of wheat 
production, while also increasing its output of feed grains so as to meet the 
needs of an expanding livestock industry, will therefore be of prime importance 
in the next few years to the United States as a competing exporter of wheat. 


The CuatrmMan. The committee will have to go into executive ses- 


sion immediately, and those witnesses will please wait outside. We. 


will call the next witness as soon as we get through, which will be in. 
5 or 10 minutes. 
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(Thereupon, the committee went into executive session, after which 
the hearing on Public Law 480 was resumed as follows:) 

The Cuarrman. The committee will be in order. 

The Chair recognizes Mr. Breeding. 

Mr. Breepine. I would like to introduce my friend, Mr. Corcoran, 
who is here as a businessman who has had much experience in the 
world markets, to testify in behalf of the barter. 


STATEMENT OF THOMAS CORCORAN, PRIVATE BUSINESSMAN 


Mr. Corcoran. Mr. Chairman, I hope you don’t mind if I stand. 
I am sure I can talk faster. I was once secretary to Judge Holmes, 
who dictated his briefs standing at his desk. He said, “There is no 
inducement to brevity as great as a weakness in the knees.” 

I know very little about agriculture since the days I work with Mr. 
Jones in the RFC. In the last 15 years, I have been representing 
business all over the world, and I think in a good deal of the talking 
about the way we manage this surplus around the world, we are 
assuming that an economic order exists in the world, which simply 
does not exist in the world. 

We are now in a competition of power blocs. We have learned 
long ago, with the Germans trying to take over the world in the 
dumping of their industrial surplus, just how this management of 
barter can be handled. We are also dealing with powers who are 
trying to get funds for their own development, having nothing with 
which to sweat out the blood and bone of their people except the ex- 
ploitation of agricultural products, which is all the majority of their 
population can give them. 

e are also in a political situation, where we might as well face 
it frankly; the public is beginning to question foreign aid. It is 
beginning to look through devices like foreign currencies, that get 
the value. It is beginning to wonder what we get for the money. 

What I think we have to think of is two things, 

First, how can we keep business moving in the world for the United 
States? How can we think through to a policy which in the future, 
the public will be willing to look upon with favor as a way of moving 
the agricultural surplus, and how can we utilize in this trade war that 
is coming up, and that is going to exist as long as any of us live, the 
enormous leverage power of the American market for something 
the American markets can indefinitely take? 

Let me go back to problem No. 1. Mr. Patten said the other day 
we have a problem of moving an agricultural surplus. It is a good 
thing for us to have an agricultural surplus. It is a good thing for 
us to have the power to have an agricultural surplus because it guaran- 
tees us that we are going to have food and fiber in this country; but 
nevertheless, we have the problem of disposing of it. 

Now, as we dispose of it, we have got to dispose of it for we either 
have got to subsidize it in the sense of giving people grants, and 
calling them loans, which we know we will never get back, or we have 
to play around with soft currencies which history shows and immedi- 
ate history shows can be devalued every day. We have a shifting 
value which we probably are not going to be getting back, or we are 
going to dispose of that surplus for something our public is convinced 
is something of value to ourselves. 


| 
| 
| 
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Now, we are going through a hard period politically in the next 10 
years. The public—wanting so many other things for itself in this 
country—begins to have doubts as to what it is getting for what it is 
giving in relationship to other countries. 

Now, the one big factor that sticks out in this world of today, is 
that—as the Paley report said way back in 1952—the United States 
is now definitely a have-not country and it is becoming more and 
more a have-not country in relation to most of the so-called strategic 
minerals of the world. 

You remember, Mr. Chairman, that in July of 1952, a Commission 
headed by Mr. Paley, now of the Columbia Broadcasting Co., and 
participated in by Mr. George Brown of Brown & Route, down in 
Houston, produced a report examining what the position of the United 
States was in relation to the raw materials of the world; and re- 
member, every time we help an undeveloped nation industrialize, we 
put a further drain from that nation itself, upon its own supply of 
the strategic materials of the world. 

Now, there has been a great deal of criticism lately about the Paley 
report because of the specific recommendations as to what we should 
do about it, but there are certain underlying facts that were most 
startlingly developed at that time, and have never been challenged, 
and the most concrete fact, as I remember it, is that the United States 
with about 6 percent of the population of the world, had to have 
access, to maintain its present civilization, its present power, and 
certainly in the projection of what it would con to over 50 percent 
of the raw materials of the world in a metallic sense. 

Now, that brings us right up to the $64,000 question that was asked 
in exchange here a moment ago. You can sell the U.S. public on the 
idea that there is no such thing possible as an oversupply of mineral 
resources in this United States, considering those Paley report figures, 
if we got guts enough and brains enough to administer the stuff as we 
take it, in a way that won’t depress our market. 

There is also no question that you can convince the American public, 
because the figures are obvious that the cost of storing that kind 
of mineral resource, which you need so desperately in the future of 
the United States, is far less than the agricultural surplus costs of 
storage. 

You can sell the American public then, on a policy that if you 
barter the agricultural surplus, which you have to keep for the pro- 
tection of your own food supply, for this something that you need so 
desperately, that the public will be willing indefinitely to support 
the agricultural program which may produce the surplus if it knows 
that you will exchange it for something that will not depreciate in 
value and something that you desperately need. 

Now, on the other hand, as Mr. Anfuso said, most of these under- 
developed countries have as their only product, these raw materials 
of which the Paley report says we are in indefinite short supply. 

You remember some of the figures that were available in that report, 
which you saw, and I won’t bother the committee with it. We could 
have averted much of the trouble in Latin America that has been 
boiling up into the kind of a crisis that we have today, and I have 
four suffering clients in Cuba today. We could have avoided much 
of that crisis if we had had the guts, 2 or 3 years ago, to have put 
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some kind of a floor or a barter floor, under certain mineral products 
of the South American countries, which would have kept them 
sufficiently employed and kept them sufficiently moving in their own 
economy, so that they would not be in the distress which is funda- 
mentally underneath the trouble in Latin America today. 

Now, what I wanted to come to the committee for today, was to 
say what I said to Mr. Breeding, and I know I am talking very fast. 
I think that you can get indefinite support in the United States for 
a subsidy policy to protect. the food and fiber supply of the United 
States, provided that subsidy is in the form of a barter program, 
that will insure that always, whatever does turn up by way of surplus, 

can be invested, if you please, in the importation of strategic minerals 
of which by the very findings of this Government Commission, we 
cannot possibly have an over supply. 

With that, we have a chance in these united countries, whose only 
real exportable product is minerals, to take care of the Russian and to 

take care of the Chinaman who badly need the metals and who in turn, 
by squeezing the blood and the bone of their people, can produce low 
cost cotton; will produce low cost wheat; will produce low cost 
anything with which to get the metals for mdvatatadidiadice. 

So, trying to think this thing through on a long-term basis, not on 
a policy that will last with the balance of interest until tomor row; 
but on something that you know the public will support, despite all 
questioning, over a period of time, that stabilizes the needs of our 
own economy for an indefinite period of time, in something of which 
you are indefinitely short, and that in turn helps you face up to the 
barter economy with which you can better your life. 

The Russians and the Chinest are going to work in the next 10 
years. The availability of a scheme of barter in the structure of 
the agricultural law of the United States is an almost absolute neces- 
sity. “We may reach the point where it is the only way that we can 
move these materials; and certainly, we should not, just because the 
Canadians and the Argentines have their own temporary troubles, 
refuse to take out of experience, and refuse to stop trying to make it 
workable, and it takes time to make it workable. It is ~ one instru- 
ment, that probably is politically the only way we can maintain 
management of surpluses in the United States and chen nationally 
the only way we can meet our own needs, and internationally we 
can meet the trade war of the Communist nations. 

Of course, whenever you talk about some new way of doing busi- 
ness, some different way of business, everyone who hopes he can 
continue to do business in the same way that he has A done 
does not want to have to try it. 

We had that when we were trying to regulate the stockbrokers up 
in the Street. The specialists were sure and the stockbroker was 
sure he would go broke, if for reasons of national policy, his way of 

doing business had to be adjusted and he had to think of a new way 
of doing it. 

We had the same trouble with the electric utility companies who 
were sure if they would not continue to do business the w ay they were 
doing business they would all go broke; and we know that today 
the people on the stock exchange and the people in the electric 
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utility business—forced to change their way of doing business—are 
doing better than they have ever done in their life. 

I am not talking about the t: ales in the business. I am only saying, 
if you look this thing through, in the condition of the world as it is, 
in the condition of the world that is going to be working with war, 
between spheres of influence, trade agreements, Communist penetra- 
tion, political use of economics, we are not going to have the kind of 
a world in which everything can just be sold for dollars. If we are 
going to leave any margin for the food and fiber supply of the United 
States, once in a while, to get above a surplus, we have an immediate 
problem of disposing of what we have, because the surplus is 
perishable, and the metals are not. 

When we get down to the $64,000 question ‘that was bandied across 
this table a few minutes ago, the answer is we have to choose on over- 
supply of metals, according to someone’s definition of what con- 
stitutes oversupply; but it is not an oversupply in terms of what the 
competent Government Commissions, examining this thing now, over 
7 years ago thought was necessary as a projection of the needs of the 
United States of America. 

I don’t know exactly how the barter program should be worked 
ar I don’t know how it should be applied to this commodity or 
that commodity but it is something that takes time to think through. 
It is something in which we have experience to think it through. It 
is something we have to compete with people who are becoming ex- 
perts at. The Germans were in on this 10 years ago. They nearly 
drove us out of the industrial business. The Russians and the Chinese 
are learning it now in connection with production. 

What I mean to say, it would be a tremendous pity if we did not 
have enough foresight over the long run to cultivate this barter 
business to learn how to do it; to experiment with it; and to take 
our chances that we have brains enough, as an overall nation, to take 
the metal supplies we need from abroad, without being frightened 
to death that we are not going to have enough self- discipline, not 
to dump on the market, supplies to hurt the domestic manufacturer. 

This is an attempt to find out where we are going on all of this 
international business, and everyone like my self, who is en gaged in 
the struggle of the American corporations, to do business abroad, 
who knows as sure as he knows the front of his hand, that with the 
rising costs in the United States, labor is going necessarily to become 
protectionists, and this is going to become a protectionist country ; 
just as Mr. Goedecke, your international trading cotton merchant 
in Texas, has become a protectionist country in relationship to oil. 
We have to look it in the face. We are not going to have the free- 
trade dollar market all over this world that we have been hoping for 
and that everybody wants to reserve. We have to be adaptable to 
the new kind of world we are going to live in and the continuation 
of the barter program and the experimentation of the barter program 
and the honest belief in our own ¢ apacity to control what some people 

call an overintake of metallic supply is probably going to be neces- 
sary for our tradesurvival. That is all I want tosay. 

The CHarMan. Thank you, Mr, Corcoran. That was a splendid 
statement. We appreciate your appearing here. 
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STATEMENT OF JAMES TOWNE, MANUFACTURING CHEMISTS’ 
ASSOCIATION, INC. 


Mr. Towne. Mr. Chairman, I would like to add our wholehearted 
endorsement to the statements made by the last witness. We agree 
thoroughly. 

The Cuairman. Thank you very much, you may proceed. 

Mr. Towne. My name is James Towne. I am testifying on behalf 
of the Manufacturing Chemists’ Association, Inc., an association of 
172 member companies engaged in the manufacture of chemicals, in- 
cluding the manufacture of alloying metals in electric furnaces, which 
is essentially a chemical process. ~ Our member companies produce 
a large proportion of the salts, compounds, alloys, and metals needed 
for our domestic economy as well as for our defense. 

We support an extension of the Agricultural Trade Development 
and Assistance Act, and we particul: rly endorse the barter program 
authorized by that act. We believe that the bartering of U.S. agri- 
cultural surpluses for strategic or other vital materials, which de- 
teriorate less rapidly than farm commodities, and which cost less to 
store, is a sound public program provided appropriate guidelines can 
be established and observed in carrying out such a program. 

The alloy industry depends largely on imported ores and minerals, 
The industry was davdoned to meet industrial needs for stronger, 
tougher metals which could withstand strong impact loads, resist 
corrosion, and maintain their effectiveness at high temperatures. The 
industry is based not only on peacetime needs, but also on those of 
national defense. The first recorded wartime demand on the Ameri- 

can ferroalloy industry occurred when it was called on to produce 
ferrochromium for the manufacture of projectiles and armorplate in 
the Spanish-American War. When World War I came, and we were 
denied European supply by submarine warfare, the small domestic 
ferroally industry expanded rapidly to meet the military needs of the 
United States and its allies. In the interim between World War I 
and World War II, needs of the growing U.S. automobile, construe- 
tion, and chemical, petroleum, and food process industries main- 
tained, and somewhat expanded, our ferroalloy industry. When 
World War II came, with its almost insatiable demand for alloys, an 
orderly and organized growth of the industry continued under Gov- 
vernment leadership and assistance. When the Korean conflict came 
in 1950, the industry was again called on to meet military needs and, 
again under Government sponsorship, it was further expanded. 

“Thus, from the Spanish-American War to the Korean war, the 
ferroalloy industry has been a vital segment of the national defense. 
During this period, the industry has grown from production of a 
limited tonnage of a few grades of manganese, chromium, silicon, 
tungsten, and molybdenum alloys to an annual production of more 
than 150 ferroalloy compositions, aggregating some 3 million tons of 
alloys, with a value in excess of $750 million. 

We have immediate and urgent concern now with the policies which 
have been followed by the Department of Agriculture with respect 
to barter. 

Following enactment of Public Law 480, the Department of Agri- 
culture actively and successfully pursued a program of barter. How- 
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ever, by a directive of May 28, 1957, the Department stated in effect 
that no materials processed or produced domestically would be con- 
sidered eligible for barter. 

Our association felt that this administrative policy was a disservice 
to a strategic segment of domestic industry, and during the hearings 
held by your committee during August 1958 we proposed that no 
material should be excluded from barter transactions by reason of the 
fact that it may have been processed domestically. 

Following the extension of Public Law 480, the Department of 
Agriculture announced its commodity-country designation program 
with respect to the placement of surplus agricultural products in 
barter transactions, which was so arranged that, again, the domestic 
industry was precluded from participation. — 

In addition to the exclusion of domestic industry from barter pro- 
grams, it is apparent that producers of foreign alloysare pre se eo 
to the extent of their barter contracts, an artificial stimulus to their 
commerce. During 1957, when our domestic metals industry was 
operating at approximately 35 percent of capacity, the Department 
of Agriculture negotiated barter contracts in large volume, thus 
providing business and stimulus to our foreign competitors, while 
effectively excluding U.S. producers from participation. Continua- 
tion of this policy has had serious side effects because it helped put 
foreign competition in a much better position to continue its invasion 
of domestic markets. 

Although the metals members of our association are experiencing a 
renewed demand for their products this year, we are faced with 
stronger competition from imports, and, in the near future, when do- 
mestic requirements for our products may taper off, barter transac- 
tions involving foreign-produced materials, will again represent a 
serious problem to a strategic industry which is part of our mobiliza- 
tion base. 

It is our opinion that we, as a country, are going into a long period 
of economic war with Russia. The period may extend for many years, 
during which time some countries on which the United States relies 
today for raw materials in the form of minerals, ores, or concentrates 
may fail us as sources of supply because of communistic or nationalistic 
tendencies or pressures. Therefore, the acquisition of foreign min- 
erals at this time through the operation of the barter program makes 
good sense, and we believe that every pound of material stockpiled 
within our boundaries is helping to equip us for this long economic 
war with the Communists. We are now ill-equipped to fight this 
economic war insofar as our own national resources are concerned. We 
are a “have not” nation in at least 23 important minerals, as was 
brought out by the Paley Report issued in June 1952. We face an in- 
creasing domestic consumption of these 23 minerals in the years ahead 
to meet the demands of our expanding population and of our national 
defense. Materials acquired by barter through this period may very 
well prove to be of vital importance in this long-term struggle. 

We believe that barter is an excellent medium through which we can 
acquire stockpiles of new materials to keep up abreast with rapidly 
changing technology. New weapons systems, nuclear weapons and 
devices, and missiles and space vehicles of the future will require large 
tonnages of high-melting-point metals, although precise requirements 
cannot now be set down for these new materials. Stockpiles created 
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through barter will offer added insurance in a matter which is vita] 
to this Nation’s security. 

We have indicated our agreement with the principle of barter for 
raw materials of foreign origin. However, when processed materials 
are bartered, we believe that preference should be given to such ma- 


terials produced in the United States from foreign raw materials, 
There is no reason why domestic industry should not benefit from our 
own farm-surplus disposal program. Adoption of this principle will 
help to maintain the production base for the defense of this count 
For all of the foregoing reasons, we wish to endorse H.R. 7983, in- 
troduced by you, Mr, Chairman, but we recommend some slight modi- 


fications. We feel that if this bill with modifications is enacted into 
law, and is properly implemented by the Department of Agriculture, it 
will assist in keeping domestic industry on an equal or competitive 
plane with foreign competition. 

The modifications which this associ iation proposes occur in section 
4 of your bill to amend section 303 and in this testimony are under- 
scored. Section 303 would then read as follows: 


Sec. 303. The Secretary shall, unless he determines that any such action 
is not in the best interest of the United States, barter or exchange agricultural 
commodities owned by the Commodity Credit Corporation for (a) any ma- 
terials included within the national stockpile established pursuant to the 
Strategic and Critical Materials Stock Piling Act (50 U.S.C. 98-98h) which 
entail less risk of loss through deterioration or substantially less storage 
charges, or (b) raw materials of which the United States does not domestically 
produce its requirements, other materials, goods, or equipment important to 
the economy or the security programs of the United States as designated by 
the Secretary, including but not limited to those requested by the Atomic Energy 
Commission, the Department of Defense, and the Office of Civil and Defense 
Mobilization, or (c) materials, goods, or equipment required in connection 
with foreign economic and military aid and assistance programs, or (d) ma- 
terials or equipment required in substantial quantities for offshore construe- 
tion programs. He is hereby directed to use every practicable means, in coopera- 
tion with other Government agencies, to arrange and make through private 
charinels, such barters or exchanges or to utilize the authority conferred on 
him by section 4(h) of the Commodity Credit Corporation Charter Act, as 
amended, to make such barters or exchanges. In carrying out barters or 
exchanges authorized by this section, no restrictions shall be placed on the 
countries of the free world into which surplus agricultural commodities may 
be exported. The Secretary shall endeavor to consummate agreements for 
disposals authorized herein at a rate of not less than $350 million for each fiscal 
year. The Secretary shall encourage the barter for raw materials originating 
in friendly foreign countries. When processed materials are bartered, the 
Secretary shall give preference, when they are available and offered, to such 
materials produced in the United States from foreign raw materials. 

Agencies of the U.S. Government procuring such materials, goods or equip- 
ment through the Commodity Credit Corporation by means of barter or ex- 
changes as directed by this section. The Secretary is also directed to assist, 
through such means as are available to him, farmers’ cooperatives in effecting 
exchanges of agricultural commodities in their possession for such materials, 
goods, or equipment. 

Thank you very much, Mr. Chairman. 

The Cuarrman. I want to thank you very much for your state- 
ment, and I assure you that the committee will give consideration to 
these suggested : amendments to the bill. 

We have a rollcall in the House. We will have to adjourn until 
10 o’clock tomorrow morning. 

(Whereupon, at 12:20 p.m., the subcommittee recessed to reconvene 
at 10 a.m., Friday, July 24, 1959.) 
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FRIDAY, JULY 24, 1959 


House or REepreseNnTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met pursuant to recess at 10:10 a.m. in room 1310, 
New House Office Building, Washington, D.C. Hon. Harold D. 
Cooley (chairman) presiding. 

The CuarrmMan. The committee will please be in order. 

Mr. Rickman, we are very glad to have you appear here this morn- 
ing. I notice that you have a prepared statement. You may read 
it. I will ask the members not to interrupt you until you have 
concluded your statement. 


STATEMENT OF H. M. RICKMAN, SUPIMA ASSOCIATION OF AMERICA 


Mr. Rickman. Thank you, Mr. Chairman. 

My name is H. M. Rickman. I am representing the Supima Asso- 
ciation of America, an organization representing the growers of extra 
long staple cotton in the United States. 

The Supima Association of America has supported the Agricul- 
tural and ‘Trade Development and Assistance Act known as Public 
Law 480 since its conception. This year some 22,000 bales of our 
cotton was exported under this program. 

Recently, the U.S. Tariff Commission by a vote of 3 to 2 refused to 
recommend relief for our industry from foreign imports which annu- 
ally amount to about 85 percent of the consumption of this cotton in 
the United States. The Supima Association on behalf of the pro- 
ducers of extra long staple cotton requested that the Commission take 
action under section 22 of Agricultural Adjustment Act of 1933 to 
reduce the import quota on extra long staple cotton to the maximum 
extent permitted by law. Had this request been granted, domestic 
yroducers and foreign producers would have shared equally in the 
J.S. market for extra long staple cotton. 

Mr. Chairman, you and the members of this committee are familiar 
with the history of the Supima Association. We were formed for 
the exclusive purpose of promoting the use of U.S.-grown extra long 
staple cotton. Three times we have requested Congress to lower 
our price supports in order to make our cotton competitive with 
foreign growths. Over 98 percent of the a of extra long 
staple cotton have contributed annually $3 a bale to finance the 
Supima Association program of research and promotion. But thus 
far, our efforts have been to no avail. 
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From a high of about 89,000 acres in 1957, our acreage allotment 
has fallen to about 70,000 for the current year. At the same time, 
foreign production of extra long staple cotton has increased approxi- 
mately 50 percent or about 600,000 bales. If the current supply and 
demand situation for extra long staple cotton continues, we foot a 
reduction in our marketing quota for 1960 to the minimum permitted 
by law—the larger of 30,000 bales or 30 percent of domestic con- 
sumption plus exports. This could result in an acreage allotment of 
under 40,000 acres. 

Our primary purpose today is to solicit the support of the com- 
mittee to save our industry by preventing this severe reduction in 
acreage. It is our earnest hope that the committee will see fit to give 
us relief to the extent that our industry would be allowed to supply 
at least 50 percent of the demand in the United States of extra long 
staple cotton. By allowing us to supply this 50 percent, we could 
plant, based on current demand, about 60,000 acres of this cotton in 
1960. Even this would mean a reduction of 15 percent from 1959 
allotments. As you know, upland cotton acreage allotments will be 
maintained at 16 million acres in 1960. 

We also urge that extra long staple cotton be sold abroad at com: 
petitive prices. Such policies would permit U.S. extra long staple 
cotton to compete with Egyptian cotton which is subsidized at the 
rate of 35 percent by the Egyptian Government. We are simply 
unable to meet such competition with our own resources. 

Mr. Chairman, we have attached to our statement language which 
might be included in the bill extending Public Law 480 which would 
accomplish our purposes. We appreciate the opportunity of appear- 
ing before the committee and hope that you will see fit to act favor- 
ably on our proposals, 

(The suggested amendments follows:) 

Sec.—. The last sentence of subsection (b) of section 347 of the Agricultural 
Adjustment Act of 1938, as amended, is amended to read as foliows: ‘The na- 
tional marketing quota for cotton described in subsection (a) shall not be less 
than a number of bales equal to 50 per centum of the estimated domestic con- 
sumption plus exports of such cotton for the marketing year beginning in the 
ealendar year in which such quota is proclaimed.” 

Sec. —. Section 202(b) of the Agricultural Act of 1956 is amended by strik- 
ing out the period at the end of the first sentence thereof and by adding the 
following: “or on hand at the beginning of any marketing year.” 

The Cuatrman. Thank you very much, Mr. Rickman, for your 
statement. 

Mr. Poage. Mr. Chairman, I would like to ask Mr. Rickman a ques- 
tion. The point he makes plain is that what he is referring to hasn't 
a thing in the world to do with the general cotton problem with which 
this committee is called upon to deal almost every week. The extra 
long staple cotton for all commercial purposes is just as distinct from 
cotton as we know it as wool or synthetic fiber. It simply does not 
serve the same purposes that upland cotton does and is not competi- 
tive with upland cotton and does not involve the upland cotton mar- 
ket, one way or the other. _ That is right, isn’t it ? 

Mr. Rickman. That is right. 

Mr. Poace. It is a distinct crop. It is grown only in four States, 
I believe. 


Mr. Rickman. That is correct. 
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Mr. Poace. In every small areas of those four States. And it is an 
important crop in the small areas in which it is grown. 

Mr. Rickman. Yes, sir. 

Mr. Poace. And the United States could easily use all of it for all 
of cur own needs and still have plenty to export, but there are other 
nations, particularly Egypt, Peru and Sudan 

Mr. Rickman. Yes. 

Mr. Poace. Whose cotton comes into the United States. In order 
to meet that competition, these people have come to this committee 
in the past, two or three times, and have asked us and we have 
agreed to allow them to lower the export price, not to raise it. What 
is the export price now ? 

Mr. Rickman. It was pegged last year, Mr. Poage, at 65 percent 
of parity. 

Mr. Poace. That is what I was thinking. We lowered it. When 
all other cotton was at 90, we lowered you to 75. 

Mr. Rickman. That is right. 

Mr. Poace. And we lowered it to 70 and then to 65. 

Mr. Rickman. Yes. 

Mr. Poace. So these people are presently taking a very low support 
price. The acreage is tremendously reduced, as you can see from 
the statement, cut substantially more than half. And as I under- 
stand it, all you folks are asking for is an opportunity to have 50 
percent of the extra long staple cotton that is sold in the United 
States ¢ 

Mr. Rickman. If we could just have half of it, why, we think we 
could live and build our industry under our production and research 
program. 

Mr. Poace. I do not know of any other industry in the United 
States, any other agricultural commodity of the United States that 
is producing anything like as substantial quantity and could be 
produced in much larger quantities that does not have more than 
half of the domestic market. 

Mr. Rickman. That is correct. 

The Cuarrman. What reason was given in the opinion in denying 
your petition under section 22 ? 

Mr. Rickman. There were several different reasons, Mr. Chairman, 
stated there. 

One reason, they said that the historical history of the imports 
of extra long staple in their opinion didn’t warrant a reduction at 
this time. 

Another reason, they stated that in their opinion it was not the 
intent of Congress that section 22 be used in this manner. 

Mr. Poage. That was by a 3-2 vote? 

Mr, Rickman. That was a 3-2 vote. 

The Cuarrman. Are you advised that the limit you propose could 
appropriately be attached to the bill we have under consideration ? 

Mr. Rickman. Yes, sir. 

The CuarrMan. It proposes an amendment to the act of 1938, as 
amended. I was just wondering if it should not be considered sep- 
arately from Public Law 480. 

Mr. Rickman. We feel it is a very definite part of 480, Mr. 
Chairman. 
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The Cuatrman. I do not know if Public Law 480 is in any way 
related to the program that you are proposing. At any rate, we can 
determine that later. 

Mr. Poace. It is my understanding that you folks have gone into 
that. 

Mr. Rickman. Yes, sir. 

Mr. Poace. You have gone into that, and it was suggested that 
there was a place for the amendment. That was your thought. 

The Cuatrman. Wecan decide that later. 

Your statement indicates that foreign imports now amount to about 
85 percent of the domestic consumption. 

Mr. Rickman. Yes, sir. 

The CuatrrmMan. You want to get 50 percent ? 

Mr. Rickman. That is what we asked for from the Tariff Commis- 
sion, which we were denied by a 3-2 vote. That is what we are asking 
for here. 

The Cuatrman. In other words, you would refuse to have increased 
production in this country. 

Mr. Rickman. If you would see the language here, we are asking 
that extra long staple cotton be exported. 

The CHarrMan. Be exported / 

Mr. Rickman. Surplus extra long staple cotton be exported. 

The Cuatrman. You have a surplus of long staple cotton now? 

Mr. Rickman. Yes, sir. 

The Cuatrman. How much is the surplus? 

Mr. Rickman. The amount is in our projection there, Mr. Chair- 
man. August 1, the quota will allow approximately 82,500 bales of 
Egyptian cotton to enter the country. We have a crop that will 
be harvested this fall that we estimate will produce in the neighbor- 
hood of 70,000 to 72,000 bales. 

I think we have in stock now 120,000. Our domestic consumption 
in the United States is approximately 100,000 to 105,000 bales. In 
other words, with the supply that we have on hand including the 
amount that will come into the country August 1 which is already 
in the bonded warehouses in this country and with the crop that we 
are growing, we will have 214 years’ supply of extra long staple 
cotton. 

The Cuarrman. All right. 

Are there any further questions ? 

Mr. Larra. What do you use it for? 

Mr. Rickman. It is used in thread and fine fabric materials. 

Mr. Larra. How do you process it ? 

Mr. Rickman. Intothread and fabric. 

Mr. Larra. You are asking now that the support price be lower 
than 55 percent ? 

Mr. Rickman. As to our support price now, we came to Congress 
last year and asked that Congress set our support price from 60 to 
75 percent in order that it would be flexible; that we could ask the 
Secretary to see that it be competitive with foreign cotton, instead 
of having to come up here every so often asking you gentlemen to 
lower the price. 

The Cuarrman. What about the production the last 2 or 3 years, 
have you been increasing the production ? 
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Mr. Rickman. If you will notice in our statement there, we have 
been reduced from 89,000 acres and this year we are down to 70,000 
acres. Last year, we were reduced 12 percent. 

Mr. Poace. What has that done to production ? 

Mr. Rickman. Mr. Poage, our yield is more or less the same from 
year to year and our production is down. 

The CuarrMan. With a lower price support, have you increased 
or decreased production ? 

Mr. Rickman. We think we could have increased the production 
had we been able to market our cotton, but 85 percent of our cotton 
is being brought in from outside of the United States. 

Mr. Poacr. Will lowering the support price do you any good? 

Mr. Rickman. No—yes, Mr. Poage, it made us competitive at the 
time. But in the statement here, Egypt and the Sudan have increased 
their production—they have gone from 1.2 million bales to 1.8 million 
bales in the last 2 or 3 years—and they have been exporting that 
cotton. As you know, the price on their extra long staple cotton in 
Europe is competing with upland cotton, primarily due to the Egyp- 
tian cea subsidy of 35 percent. 

Mr. Poace. I do not want to get off to the other subject. I think 
all this proves is that trying to develop markets by lowering price 
supports never has worked and never will work or will never get any 
additional markets. You did not get any additional markets because 
somebody else lowered it. I don’t care if you lowered your price to 
14 cents a pound. Somebody will be selling at 12 cents a pound. 

The Cuatrman. Any further questions! 

Mr. Larra. On this long staple cotton, what is the quality of it? 

Mr. Rickman. In spinning tests, substitutable tests run by the 
Department of Agriculture, their finding is that the cotton grown 
in the United States is equal or superior to all foreign-grown cotton. 
It is substitutable for any foreign-grown cotton. 

Mr. Larra. How much cheaper can you buy this imported Egyptian 
cotton than your cotton? 

Mr. Rickman. We understood on our cotton No. 3, 14% inch, the 

rice was about 55 cents a pound. We understood that they were 

uying this in this country here at about 35 percent below our support 
rice, 
' Mr. Larra. You mean importers buy at that price? 

Mr. Rickman. It is being bought for importation into this country 
at 35 percent less than our support prite. 

The Cnarrman. Any further questions? If not, we thank you very 
much, Mr. Rickman, for your statement. 

Mr. Rickman. Thank you. 

The CHarrman. I now recognize Mr. Thompson of Texas. 

Mr. Tuompson. Mr. Chairman, I ask the privilege of saying a few 
words about Mr. Chambers who, I understand, is due to testify now. 

I do so wish for a number of reasons, some of them personal and 
others official, or semiofficial, he will tell what his present connection is. 

I do think that it is important for the committee to know something 
about his background, particularly his public service. I am not 
exactly sure how long he has been in the public service—must be close 
to 30 years. 

Mr. Campers. Twenty-seven and one-half years. 
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Mr. Tompson. When you hear his words of wisdom, you will pre- 
sume it has been longer than that. 

When I was a member of the Committee on Merchant Marine, he 
was Assistant Commissioner of the Maritime Administration before 
the war. 

I also dealt with him when he was Assistant Administrator of 
the Civil Defense Administration, and then he was counsel for the 
Senate Armed Services Committee. 

I am certain that he would not give us for the record his record 
in the war. He served all through the war until at Iwo Jima, when 
he was retired because of wounds he received in action. He is en- 
titled to wear three Purple Hearts for wounds in action. He wears 
the Silver Star. He wears the Congressional Medal of Honor. 

We know he has been particularly interested in barter, and some 
regard him as “Mr. Barter.” 

I am, certainly, going to listen to what he has to say. I think, per- 
haps, other members of the committee, in view of the background, 
will be equally interested. 

It is a very great pleasure to introduce Colonel Chambers, who is 
welcome to this committee. I present him to you. 

The Carman. We are very glad to have you with us, this morning 
Colonel. I will ask the members not to interrupt you until you have 
finished your prepared statement. 


STATEMENT OF J. M. CHAMBERS, J. M. CHAMBERS & ASSOCIATES, 
WASHINGTON, D.C., ON BEHALF OF M. GOLODETZ & CO., NEW 
YORK, N.Y. 


Mr. Cuampers. Before I start, may I say if my mother were here 
she could not have done better by me. I am not a modest man, but 
I am a little shocked at some of the things Clark—Congressman 
Thompson has said, and I hope they will never be held against him. 

My name is J. M. Chambers, and I represent M. Golodetz & Co. of 
120 Wall Street, New York, N.Y. I have always appreciated the 
opportunity to testify before this Committee on matters pertaining to 
the barter program, and welcome this further opportunity to appear 
before you. 

I will not take the time of this committee in trying to persuade it 
that the barter program established to dispose of surplus commodities 
by exchanging them for strategic or other materials is sound and an 
excellent one for our country. This committee and the Congress 
have clearly made such a decision through the repeated enactment of 
laws and through plainly expressed policy statements. Certainly, last 
year, after careful study and over the objections of the Department 
of Agriculture, the Congress again enacted legislation designed to 
require the Department of Agriculture to carry on a proper barter 
program and to remove the restrictions which were killing the pro- 
gram. as 

Therefore, I propose to outline the problems that exist within the 
program as it is being administered and call the committee’s attention 
to the policies and practices which have resulted in the law and the 
intent of the Congress not being carried out. That this condition 
does exist has already been conceded by the departmental witnesses, 
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but for the benefit of the record and to insure an understanding of 
these matters it is well that they be fully explained to the committee. 

As you know, the program, prior to May 1957, was disposing of 
some $350 to $400 million worth of surplus agricultural commodities 
annually. By departmental regulations issued at that time, these 
disposals were reduced to a mere trickle until the Congress enacted 
the new legislation which was signed into law on September 6, 1958. 

It was not until November 14, 1958, that the Department of Agri- 
culture issued new regulations designed to reactivate the program. 
These regulations included, among other things, the rules governing 
the disposals of the commodities and the list of materials approved 
by the President for acquisition through barter. Following this an- 
nouncement and others that have modified it in varying degrees, there 
was quite a flurry of barter activity. It is estimated that during the 
fiscal year ending June 30, 1959, some $156 million worth of barter 
exchanges have been approved. On the other hand, during this 
same period, the Department rejected some $493 million worth of 
barter exchanges and still has pending some $205 million worth of 
offers. 

The original flurry has now passed and it is estimated that the 
program, at best, cannot exceed $150 million worth per year. It is 
much more likely that it will level off at only $100 million per year if 
their present practices remain unchanged. This is evidenced by the 
following table showing the falling off of offers following the 
original activity in November and December of 1958. 


Firm offers received by agriculture 
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This program is limited by the administrative policies and regula- 
tions governing it, and these in turn stem from the factually unsup- 
ported positions developed by the opponents to barter in the Depart- 
ment of Agriculture and in the Department of State. 

The difficulties in the program divide into two main parts. First, 
the restrictions limiting the materials that can be taken in exchange 
for surplus commodities and second, the restrictions surrounding the 
disposal of the commodities given in exchange for the materials. To 
solve either by itself will not give the type of program contemplated 
by the Congress. To solve neither is the approach within the Depart- 
ment of Agriculture. 

Prior to the enactment of the new legislation by the 85th Congress, 
the materials that could be taken through barter were administra- 
tively so restricted that virtually no business was being consummated 
even had it been possible under the regulations then in existence gov- 
erning the disposal of the surplus commodities. However, under the 
impact of the new legislation, a new and broader list of materials was 
issued on November 14, 1958, which led to the flurry of business re- 
ferred to above. This list has now been practically exhausted, and as 
a result the Department has announced that no new offers will be 
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considered for many of the items on the November list and only one 
new material has been added. 

Now, Mr. Chairman, it should be noted that the materials appearing 
on the November list, and I submit herewith for the record a copy of 
the press release containing this list marked exhibit “A,” are a 
limited number taken from the total list of strategic and critical 
materials developed by the Office of Civilian and Defense Mobiliza- 
tion to govern purchases for the strategic and critical stockpile. The 
use of such a limited list was never contemplated by the Congress. 

The language in title I, Public Law 480, which authorizes the ac- 
quisition of strategic and critical materials through soft currencies 
engendered by the sale of surplus commodities, specifies “strategic and 
critical” materials under the definitions established to administer the 
Stockpiling Act, and for title I purpose such a limited list is ap- 
propriate. Incidentally, the study prepared by your staff shows this 
authority was never used. 

This selected data staff study published by your committee shows 
this authority to buy strategic materials under title I has never been 
exercised. 

However, in title ITI, Public Law 480, no such language was used. 
Title III, as amended, specifically refers to “strategic or other 
materials” which (1) were cheaper to store, (2) did not deteriorate, 
and as amended (3), were of such a nature as the United States did 
not domestically produce its requirements. Obviously, it was in- 
tended that the materials taken in exchange for surplus commodities 
not be limited to the restricted one established for Title I purposes, 

Liowever, these broad directives of the Congress concerning mate- 
rials to be taken under title III have never been followed. 

It will be noted that on the list issued in November, there were 
only 26 items out of a total of 74 appearing on the list of strategic 
and critical materials. For the information of the committee, I 
submit for the record a copy of a typical list of “strategie and critical” 
materials marked exhibit “B”. 

I have marked a dagger on those materials which are available 
for barter. 

The Cramman. Without objection, you may include that and the 
other exhibit. 

(Exhibits A and B are as follows :) 

Baehibit A 
(U.S. Department of Agriculture, Washington, Nov. 14, 1958) 
Changes in barter program announced 

The U.S. Department of Agriculture today announced some changes in the 
barter program through which surplus Commodity Credit Corporation-owned 
farm products are exchanged for strategic and other materials produced abroad. 
The changes will be effective immediately with respect to new barter offers. 
Provisions of previous programs will continue to apply to existing barter 


commitments only. 
Under the modified program, which implements new barter legislation enacted 


by the 85th Congress, barter contractors will no longer be required to obtain | 


“certificates of additionality’—that is, written statements by responsible off- 
cials of importing countries that the commodities to be imported will be a net 


addition to U.S. exports to the recipient countries. The modified barter pro- | 


gram does, however, include other measures to assure protection of the national 


interest of the United States, to safeguard U.S. usual marketings, and to 
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prevent undue disruption of world prices or replacement of cash sales for 
dollars. 

To expedite barter transactions, three classifications of acceptable barter 
outlet for agricultural commodities have been set up. These classifications, 
which are based on an analysis of current economic and financial conditions and 
historical dollar marketings of U.S. agricultural commodities abroad, are desig- 
nated “A,” “B,” and “C.” Each designation involves a combination of an im- 
porting country and a specific agricultural commodity or group of commodities. 
An “A” designation indicates a higher potential as a dollar market than a “B” 
designation, and a “B” higher than a “C.” 

A country may be designated “A” for one commodity and “B” or “C” for 
another. For example, wheat, cotton, and tobacco transactions involving Por- 
tugal fall into the “A” category, whereas rice and feedgrain barter arrangements 
are in the “B” classification. Any country not specifically listed will be classi- 
fied as “C” for all commodities. 

A complete list of the commodity-country designations, which will be revised 
from time to time as necessary, may be obtained from the Barter and Stock- 
piling Division, Commodity Stabilization Service, room 3725, South Building, 
U.S. Department of Agriculture, Washington 25, D.C. 

Barter contracts involving either an “A” or a “B” commodity-country desig- 
nation may be either “bilateral” or “multilateral,” but not “open end.” A 
“bilateral” contract is one under which the agricultural commodity moves to 
the same country from which the material comes. Under a “multilateral” 
contract the material may come from a country other than the one to which the 
agricultural commodity moves but the importation of the material must be tied 
directly to the agricultural export through auxiliary transactions involving 
named third countries. The contractor will be required to specify in advance 
all countries which will be involved and the commodities which will move to or 
from each country. 

Also, for any “multilateral” or “bilateral” contract involving an “A” designa- 
tion, the Department will reasonably satisfy itself, on the basis of data which 
may be presented by the contractor or developed by the Department, that usual 
U.S. marketings will be safeguarded and that undue disruption of world market 
prices and replacement of cash sales for dollars will be prevented. In a 
“bilateral” or “multilateral” contract involving a “B” commodity-country desig- 
nation, no data in addition to specifying the countries and commodities involved 
in the transaction will be required. 

Zarter contracts involving only “C” commodity-country designations may be 
“open end’’—that is, the commodity to be exported and the country of destina- 
tion need not be named in advance, and the material to be imported may be 
from any source country in the free world. 

The following agricultural commodities are currently eligible for barter: 
cotton, tobacco, rice (limited quantities), wheat, corn, oats, barley, sorghum 
grain, butter, and nonfat dry milk. This list is subject to change from time to 
time. 

\ copy of a letter from the President to the Secretary of Agriculture desig- 
nating the materials acceptable under barter contracts is attached. Reasonable 
limitations may be placed on the acquisition of any of these materials. It is 
anticipated that additions and changes will be made in this list from time to 
time. 

CCC's ability to conclude barter arrangements depends at any one time upon 
such factors as U.S. national interest, existing commitments, requirements, and 
market conditions. Therefore, the fact that a material can be considered by 
CCC does not necessarily mean that it will be accepted. Likewise, “bilateral” and 
“multilateral” barter transactions, as outlined above, will be preferred to “open 
end” transactions. 

Foreign-produced materials acquired under barter may be processed in the 
United States under “bilateral” or “multilateral” type barter transactions when 
(1) in the case of a “bilateral” transaction, an exchange value of the agricul- 
tural commodity approximately equal to the exchange value of the processed 
materials being acquired will be exported to the source country of the raw 
material involved or (2) in the case of a “multilateral” transaction, an exchange 
value of the agricultural commodity approximately equal to the exchange value 
of the processed materials being acquired will be exported to an eligible country 
or countries specifically participating in the “multilateral” transaction. The 
same requirements will apply to processing in foreign countries, under “bilateral” 
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or “multilateral” type barter transactions, if the processing country is not an 
approved recipient of the agricultural commodities designated in the proposed 
arrangement. 

Other general barter requirements are applicable to the modified barter pro- 
gram. These include, among others, customary barter contract provisions pro- 
hibiting the transshipment of the agricultural commodities from the approved 
import destinations, the posting of letters of credit for commodities received in 
advance of materials deliveries, payment of interest on the value of such com- 
modities, and shipment of at least 50 percent of the materials involved on pri- 
rately owned U.S.-flag vessels. 

Text of the communication from President Eisenhower to Secretary Benson 
follows: 

THE WuitTe House, 
Washington, November 11, 1958. 
Hon, Ezra Tarr BENSON, 
The Secretary of Agriculture, 
Washington, D.C. 

Dear Mr. Secretary: Your letter of September 16 points out that section 
303 of the Agricultural Trade Development and Assistance Act of 1954, as 
amended by the last Congress, provides for the desigation by the President of 
the materials that may be acquired through barter transactions. 

Attached to this letter is a list of materials which, on the recommendation of 
your Department, I hereby designate as eligible for acquisition through transac- 
tions authorized by section 303 of the Agricuitural Trade Development and 
Assistance Act of 1954, as amended. In addition, I hereby designate as eligible 
for acquisition such materials as may be procured from abroad from time to 
time for the strategic and critical materials stockpile by order of the Director 
of the Office of Civilian and Defense Mobilization. 

Since you retain responsibility for actual barter transactions, I request that 
you continue to take the lead in recommending materials to be designated and 
that you continue to consult the appropriate agencies in order to assure a broad 
and flexible consideration of the problems inherent in this program. 

Unless there is a net gain to the United States from the exchange of surplus 
domestic agricultural commodities for these foreign materials, the national 
interest does not lie in the accumulation of additional amounts of commercially 
available materials on the attached list for which there is no current or pros- 
pective governmental need. Therefore, the practice of approving only those barter 
transactions that will expand total exports of surplus agricultural commodities 
without disrupting world markets should be continued. 

Sincerely, 
Dwicut D. EISENHOWER. 


MATERIALS Wuich May BE ACQUIRED FOR THE SUPPLEMENTAL STOCKPILE 
THROUGH BARTER OR EXCHANGE TRANSACTIONS APPROVED BY THE SECRETARY 
oF AGRICULTURE AS AUTHORIZED BY SECTION 303 OF THE AGRICULTURAL TRADE 
DEVELOPMENT AND ASSISTANCE AcT OF 1954, AS AMENDED 


Abrasives, crude: Aluminum oxide Fluorspar, metallurgical 
Antimony Manganese, metallurgical 
Bauxite : Mercury 

Surinam Mica: 

Jamaican Muscovite block 
Refractory Muscovite film 
Beryl (hand-cobbed only) Muscovite splittings 

3ismuth Nickel 
Chromite : Palladium 
Refractory Silicon carbide 
Chemical Tantalite 
Columbite Tin 
Cryolite Zine 


No mercury or palladium will be considered at this time. 
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Modified barter program—Commodity-country designations for exportation of 
agricultural commodities under barter transactions 


[Key: A—Bilateral and multilateral transactions only after USDA determines that export of the commodity 
will not unduly disrupt world prices of agricultural commodities or replace cash sales for dollars. B—Bi- 
lateral and multilatera) transactions only, C—No restrictions—all types of transactions, including open 
end.] 











| | } 
Destination country | Wheat Feed | Cotton | Tobacco| Rice | Butter Nonfat 
| | grains | | dry milk 
j | 
North America: | | 
Canada. co A | A A | A | A iC Cc 
Costa Rica | B | C Cc 1c | B | C Cc 
Cuba A | A A |B | A 1 Cc Cc 
Dominican Republic A B B B |B iC Cc 
El Salvador A B B B B 1 C Cc 
Guatemala B Cc Cc B: |B iC Cc 
Haiti B Cc Cc B |B Ic Cc 
Honduras ‘ B ( Cc | B |B 1 C Cc 
Mexico B A B A | B Cc A 
Nicaragua A |B B B |B Cc Cc 
Panama A A B B B ic Cc 
Tobago A |B B | B |B Cc Cc 
Trinidad A B B |B |B Cc Cc 
South America: } 
Argentina Cc Cc C C B Cc 1c 
Bolivia Cc Cc Cc Cc B Cc ic 
Brazil B ic C Cc B Cc ic 
Chile B Cc B ime B C 1c 
Colomb‘a B Cc | B Cc |B Cc |C 
Ecuador - . B C Cc C |B C ; Cc 
Paraguay Cc Cc Cc Cc |B C 1c 
Peru B Cc Cc ic |B Cc 1c 
Uruguay Cc Cc C B B ic ic 
Venezuela . A B B |B |B 1c rc 
Europe: 
Austria B B A A B 1c | Cc 
Belgium- Luxembourg. A A A A A Cc iC 
Denmark A A A | A B C iC 
Finland Cc Cc B |B B 1c Cc 
France B B A A B Cc Cc 
Germany, West A A A A B 1c Cc 
Greece at Cc B Cc Cc |B Cc iC 
Iceland C B Cc |B |B Cc ic 
Ireland B 1c B B |B Cc ic 
Italy. A | A A | A | B 1c C 
Netherlands | A | A A | A A Cc Cc 
Norway A A A A | B Cc Cc 
Poland Cc iC iC 1 C B 1c Cc 
Portugal A B A A B ; C Cc 
Spain Cc C Cc B B Cc Cc 
Sweden B |B A A A Cc 9 
Switzerland A | A A A A iC Cc 
Turkey C 1C Cc Cc B Cc Cc 
United Kingdom A | A A | A B Cc 1C 
Yugoslavia Cc Cc Cc Cc B | C Cc 
Asia: 
Afghanistan Cc Cc Cc C B Cc Cc 
Bahrein, State of A | B B B | A 1c Cc 
Burma nieide Cc 1 C ( Cc B | C Cc 
Cambodia Cc C Cc iC B iC 1c 
Ceylon Cc iC Cc |B | B ic Cc 
China (Taiwan) -. Cc iC B | B | E iC Cc 
India B Cc B Cc |B Cc | Cc 
Indonesia, Republic of B Cc B B B Cc Cc 
Iran B B B B | B ic Cc 
Iraq Cc C ( Cc B Cc Cc 
Israel I B B B B Cc | Cc 
Japan A | A A A B 1c Cc 
Jordan Cc iC ( B B Cc Cc 
Korea, South. Cc Cc ( ic |B Cc Cc 
Kuwait A B B | B A Cc Cc 
Laos Cc > ( 1 Cc B Cc Cc 
Lebanon B | c Cc |B |B | C C 
Malaya, Federation of B B B 3 B Cc Cc 
Nepal Cc » ( Cc B ; C Cc 
Pakistan Cc Cc ( Cc B iC Cc 
Philippines. . - - B ) i Cc B Cc Cc 
Saudi Arabia A B B |B | A 1 C Cc 
Syria Cc Cc Cc Cc |B Cc Cc 
Thailand B B B B |B iC 1C 
Vietnam, South Cc C Cc C |B iC Cc 
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Modified barter program—Commodity-country designations for exportation of 
agricultural commodities under barter transactions—Continued 


[See p. 585 for key to symbols] 





| } | | j 
| Wheat | Feed | Cotton | Tobacco | Rice Butter Nonfat 


Destination country 








| grains | dry milk 
| 
Africa: | | 
DE hin kcchackonetest A | B B B B | C | C 
ee ene eer et ste Cc 1c Cc | B B 1 C 1c 
Ethiopia_---- te Cc Cc Cc C B Cc Cc 
Sz) alge nants _.| B C C |B B lc | © 
Liberia_.....- Saneedhabel ae B B B A | C ; C 
Libya hodunee ol ae Cc C Cc |B 1c ic 
Morocco-_. EE a Cc Cc B |B C 1c 
Nigeria ---- stata iP B B B B Cc 0 
Rhodesia and Nyasaland...) C C B C B iC Cc 
Sudan_-_-.-- ; axel C Cc B | Cc | C 
Tangier_.- ; = Cc C Cc B B Cc 1 C 
Tunisia _- --- Cc C Cc B B C 1c 
Union of South Africa. B B A B B 1C Cc 
Australia and Oceania: 
Australia ; at 24 5 B A A |B Cc ; C 
New Zealand... nto ie B B B A B Cc Cc 





ExHIBIt B 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
September 12, 1957. 
Subject: Current list of strategic and critical materials for stockpiling 
Section 1. Purpose 
The materials listed herein are currently included in the strategic stockpiling 


program pursuant to section 2(a) of Public Law 520, 79th Congress. 
Section 2. Group I materials 

The following list constitutes group I of the materials in the strategic stock- 
pile. These materials have been or may be acquired through purchase pursuant 
to section 3(a), and by transfers of Government-owned surpluses pursuant to 
section 6(a), of Public Law 520, 79th Congress. All materials purchased must 
conform to stockpile specifications. Some of these materials are not under 
active procurement. 


1. Abrasives, Crude Aluminum Oxide 26. Feathers and Down, Waterfowl 
2. Agar 27. Fluorspar, Acid Grade 
3. Aluminum 728. Fluorspar, Metallurgical Grade 
4. Antimony 29. Graphite, Ceylon-Crystalline and 
5. Asbestos, Amosite Amorphous 
6. Asbestos, Chrysotile 30. Graphite, Madagasecar-Crystalline 
7. Asbestos, Crocidolite Flake and Fines 
+8. Bauxite, Metal Grade 31. Graphite, Other than Ceylon and 
79. Bauxite, Refractory Grade Madagascar-Crystalline 
710. Beryl 32. Hyoscine 
711. Bismuth 33. Iodine 
12. Cadmium 4. Jewel Bearings 
13. Castor Oil 35. Lead 
14. Celestite 36. Magnesium 
415. Chromite, Chemical Grade 37. Manganese, Battery Grade, Nat- 
16. Chromite, Metallurgical Grade ural Ore 
717. Chromite, Refractory Grade 38. Manganese, Battery Grade, Syn- 
18. Cobalt thetic Dioxide 
19. Coconut Oil 39. Manganese, Chemical Grade, Type 
720. Columbite A Ore 
21. Copper 40. Manganese, Chemical Grade, Type 
22. Cordage Fibers, Abaca , Ore 
23. Cordage Fibers, Sisal 741. Manganese Ore, Metallurgical 
24. Diamond Dies, Small Grade 
25. Diamonds, Industrial—Bort & *42. Mercury 
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+43. Mica, Muscovite Block, Stained 59. Selenium 


A/B and Better 60. Shellac 
+44. Mica, Muscovite Film, First and 761. Silicon Carbide, Crude 
Second Qualities 62. Silk, Raw 
+45. Mica, Muscovite Splittings 63. Silk Waste and Noils 
46. Mica, Phlogopite Splittings 64, Sperm Oil 
47. Molybdenum 65. Tale, Steatite, Block 
748. Nickel 766. Tantalite 
49. Opium 767. Tin 
50. Palm Oil 68. Tungsten 
51. Platnium Group Metals, Iridium 69. Vanadium 
*52. Platinum Group Metals, Palladium 70. Vegetable Tannin Extract, Chest- 
53. Platinum Group Metals, Platinum nut 
54. Pyrethrum 71. Vegetable Tannin Extract, Que- 
55. Quartz Crystals bracho 
56. Quinidine 72. Vegetable Tannin Extract, Wattle 
57. Rare Earths 173. Zine 


58. Rubber, Crude Natural 
Section 3. Group II materials 

The following list constitutes group II of the materials in the strategic stock- 
pile. These materials have been acquired principally through transfer of 


Government-owned surpluses pursuant to section 6(a) of Public Law 520, 79th 
Congress. None is under procurement. 


1. Bauxite, Abrasive 6. Mica, Phlogopite Block 
2. Corundum 7. Rutile 
+3. Cryolite, Natural 8. Sapphire and Ruby 
4. Diamond Dies, Other Than Small 9. Tale, Steatite, Ground 
5. Mica, Muscovite Block, Stained B- 10. Titanium Sponge 

and Lower 11. Wool 


Section 4. Effective date 

This list supersedes all previous lists and is effective immediately. 

Gero. B. BEITZEL, 
Assistant Director for Production. 

Mr. Cuampsers. Now, obviously, no material which does not meet 
the criteria set out in title ITI should be taken. On the other hand, 
it would appear that at a minimum, any material on the list of 
strategic and critical materials should be available for barter, so long 
as they meet that criteria. However, such an approach has never 
been taken. Rather, begrudgingly and on a piecemeal basis, the 
small list referred to was made avail: ible, and it is now practically 
exhausted. 

And to make it even worse, Mr. Chairman, not only were the 
number of materials on the list so limited, but each had a relatively 
small quantitative limitation as to the amounts that could be taken. 
As pointed out above, these amounts were soon exhausted and the 
list of materials has become virtually meaningless. Such is currently 
the situation and the fault is no longer comple ttely in the Department 
of Agriculture. 

Prior to the enactment of the mew legislation, the Secretary of 
Agriculture determined which materials should be taken and cer- 
tainly he was not required to limit himself to the small list of strategic 
and critical materials recommended to him by the then Office of De- 
fense Mobilization. However, it is a fact that he chose to so limit 
himself and this was one of the m: jor stumbling blocks in the bar- 
ter program at that time. 

Under the new law, however, the Secretary can only take such 
materials as are designated by the President. Now, I am sure you 


_— 


*No offers being considered, if received, at this time, 
7 Indicates available for barter. 
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understand that the President does not personally sit down and pre- 
pare such a list. In a letter of transmittal to the Secretary of Agricul- 
ture establishing the list released in November, he requested that the 
Secretary take the lead in recommending materials to be designated 
after consultation with the appropriate agencies. 

It is my understanding, Mr. Chairman, that an interdepartmental 
committee, chaired by the Department of Agriculture, was created to 
advise the Secretary, who then rec commends t to the President through 
the Bureau of the Budget, the materials which should be taken. Ree- 
ognizing that the quantitative limitations on the original list of No- 
vember 14 were being exhausted, the committee did meet. some months 
ago on several occasions for the purpose of recommending increases 
in the quantities of the materials on the list and considering addi- 
tional materials. Little was accomplished for so far the President 
has not released any new list and one material only has been added to 
the existing list. It is generally understood that some of the members 
of the committee are opposed to the entire barter program and are 
effectively hamstringing the operation by finding ways and means of 
preventing additional quantities of the materials on the list to be 
taken or new materials to be added. This committee has now become 
one of the main bottlenecks in the operation of the barter program, 
But in any event, Agriculture has not even bothered to have a meet- 
ing of the committee in the past 3 months. 

It is my belief, Mr. Chairman, that this committee should examine 
the members of this interdepartmental committee and develop from 
them the attitudes of their departments toward the barter program 
as a whole as well as the positions they individually have been taking 
on the question of adding new m: aterials to the list for barter. Cer- 

tainly it is clear that the fewer the materials that can be taken, the 
smaller the barter program will be, and if this is the aim of certain 
of the members of the interdepartmental committee, it should be so 
shown in the record. 

Mr. Chairman, I am certain that in examining the representatives 
of the departments which control the materials which can be taken, 
the committee will endeavor to find the basis for their opposition to 
the program as a whole. 

The Cuamman. Do you have a list of the names of the members 
of the committee / 

Mr. Cuampers. This is supposed to be confidential. I don’t know 
why but even the existence of this committee is supposed to be con- 
fidential. Its membership is also supposed to be confidential, but 
those of us who work in this area find out from time to time who in 
Government is working on it. I think, sir, and I do not want to say 
that this is completely accurate, but that the members are—first. of 
all, the Department of Agriculture, which is supposed to chair it, 
Mr. Paimby is the chairman and may I say, sir, that I understand 
Mr. Palmby has done the best job that he could possibly do to get 
action out of this committee. 

The Cuarmman. I do not want a statement about it. I want to find 
out about the committee; we will give consideration to your sug- 
gestion about talking to the members of the committee. 

Mr. Cuamnpers. May I suggest, sir, that in doing that that you 
might wish to pay particular attention to the position and the per- 
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sonal attitudes of the representatives of the Department of State and 
the Bureau of the Budget. 

The Cuairman. All right, go ahead with your statement. 

Mr. Cuamsers. Among other things, they will find that in the 
State Department, to put it mildly, there is little enthusiasm for the 
barter program. The record before this committee shows clearly that 
the State Department has been endeavoring to protect the exports 
of all the nations of the free world at the expense of the exports of 
our own agricultural commodities. 

I think it is important to read two sentences from the statement 
of the House managers on the conference report on last year’s bill; 
because in that, in discussing these additionality matters, you all 
stated : 

However, it should be noted that the safeguarding of usual marketings is 
limited to safeguarding of the usual marketings of the United States. It is not 
intended that the usual marketings of other nations shall be a basis of con- 
sideration in the approval of the barter transaction. 

And nothing could be more clear than that. And yet the State 
Department witnesses before this committee have certainly indicated 
that they are equally interested in protecting the markets of friendly 
but competing nations. 

Furthermore, let the record be clear on one point. All barter trans- 
actions involving the so-called hard-currency countries and all those 
involving countries classed as “B” in the November regulations are 
individually cleared by Agriculture with the State Department. It 
is generally understood that the State Department clears it with 
other friendly countries. 

When a nation such as Canada objects to our disposals of wheat 
through barter, our State Department goes right along with it. If 
Mexico objects to our disposing of cotton through barter, or Thailand 
objects to a rice transaction, the State Department will agree with 
them, and Agriculture follows their decision. Therefore, even in 
the face of our ever-growing surpluses and the criticisms of the farm 
price-support system which davelenh these surpluses, the Department 
of State clearly prefers to give the commodities away or sell them 
for soft currencies rather than to go along with the laws concerning 
barter. The record maintained by your staff on the barter program 
will confirm these statements. 

I recognize that I may be deemed presumptuous in expressing my 
conclusions as to the reasons for the State Department’s objections 
to the barter program. However, I feel strongly on this point since 
I know that the nations who have objected the strongest to the State 
Department have benefited tremendously by the sale of materials to 
this country through the barter program. As evidence of this point, 
I submit for the record a tabulation, marked “Exhibit C,”’ dated 
March 4, 1959, released by the Department of Agriculture, showing 
the country of origin of the materials taken through the barter 
program. 

The CHarrman. That may be made a part of the record. 








590 
(Exhibit C is as follows:) 


U.S. 


DEPARTMENT OF AGRICULTURE—EXHIBIT 


EXTENSION OF PUBLIC LAW 480 


Cc 





Value of materials delivered under the barter program by country of origin for 
calendar years 1954 through 1956 (based on program operating records) 


[Value in millions of dollars] 





| 


Country of origin | 


Calendar years 





| 1954 | 1955 1956 | 1958 
- _ ‘i ” ee ee 
Bp AN nae det tice hd SS | $11.0 | $49. 5 $04: 4 1.65... i eh ee | 
Argentina......- RR a ‘ . ohn 3 $0. 5 $0.8 | 
i SRS A SR SEE DEE EES LE SAE addi bated 6.0 10.9 | 1.6 | 
i a adie : 3.0 4.4 | 6] 
NIN 3 oct 55.05-2025-- Ne abuadesoetes 3 | 6.1 5.8 | 5 | 
PE 5. Sdn is et thtbeis Wate cvosestanlicthinet pment ticks eal acne 1.0 Ryd: Bec 
NN Iie a cad iste aceibagin' .2 5 1.5 | 1.6 
DE inde aetna cecune 2.7 6.7 21,2 | 30.8 | 16.1 
NI eis ccccane a nate tecteet hicks alate 1 | RS ti | 
ad cca ie silstaliacmacaladiiates . y - | 1.3 | 5 | 
PE oa tuindhectcss bunk debasccddasinnsl .6 | .6 2 | 4 | 
| SC er ee ea ee see 53 
Formosa... - 21] ; etdaet 
WO i 5 oii irtegnincnsteeniaess — 5 2.0 | 9.2 7.8 5.8 | 
Ghana..-- iat ENE ; : e 2.7 | 77 
Germany, West.....----- wiexebas 2 2.0 14.2 13.5 | 4.4 | 
Ne eg ga aa oe 4 4] 1.2 
PETE Saewse ac ernwscens Reba s dn ape bas 2.0 | 4.6 | 4.1 | 7.3 | 
BN Ch de abi ng a ehsneite wd piewqnc ye Spm 2.3 5.2 | 3.0 | 4 | 
Jamaica --.- eat Sieee aaa ints oe 1.0 24. 2 | 
oem. 25.520. ois bs hbae biddtae 3.1 19.7 15.1 | 12.2 | 12.9 | 
i nga ten ehenne’ ates om" | -1 j-. 7 
Mexico Sisiewa aww webu 2.1 16.1 | 27.4 8.8 
Morocco a _— - sl beuibodll oa . nade .3 | 
Netherlands aeere ‘ wn 2.4 1.1 5 | 
New Caledonia- -_- 5 ae — Ly 1.7 ol ise 
Northern Rhodesia - --_--- ecteusi cael cits eaetniioae om 7.8 6.0 
Norway -.-.-...--- sobbed a , -9 | 74556... 8be oA 
GN Sone beth nae sedphenadqe veces ‘ sole nhipenenilt ee iets a 
ae semeee ed 2.4 9.0 7 
ee FO is oo pin so odd deedss see ba 6.9 6.6 3.7 5.6 
Portugal.__.-- en aha i . 2 
Portuguese East Africa -- aed in ; 8.5 6.3 1.1 ; 
South Africa_. ; ween : 4.8 21.1 | 49.8 37.7 
South West Africa on : a 1.0 .6 
South Korea..-....--.----.- oe iia ltstscer gh Biot de iiosh sepens 
Southern Rhodesia - - ---- am a 7 7.3 | 3.7 | 4.6 
GON ote.tbasd = ‘ sadee ekdds des Bidbakose oe bee dete) 
NO, ok ee onnen ss 3 on . 4 
Tasmania_...... othe gn aera , .6 ‘ 
Tree: £2. och sn eves iets sane 6 57 J es oto 
Turkey at a a a ah dolar inicio i 9.8 18.3 23. 0 20, 2 
- aE a Set haa 2.5 1.7 1.5 | 2 
I rt 4 5 .8 4.1 | 
OE cickktcbtninelidvctidésinsbiitbs 18. 8 127.0 207.4 234. 6 169.0 | 





| 1957 





1 Represents diamond deliveries for which individual countries are not available. 


Source: CSS/Barter & Stockpiling Division, Mar. 4, 1959. 
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Mr. Cuampers. You will notice from this report that Canada sold 
$77 million worth of materials over a 4-year period through the bar- 
ter program and Mexico sold $54 million worth of materials. Yet 
these are two of the main objectors to our barter program. Further- 
more, the exports of wheat from Canada have remained firm at a 
time when our own exports have steadily declined and the growth of 
Mexican cotton exports in relationship to the decline of our own 
exports is too well known to require discussion. 

‘his report also shows clearly that a great many of the underde- 
veloped countries of the world have benefited by selling materials 
through this program which they otherwise would not have disposed 
of. Their economy has been strengthened thereby and they have been 
able to buy additional materials through the sale of these materials to 
buy dollars or hard currencies in the world markets. Because of 
these facts, I don’t believe that the position of the State Department 
is valid, nor do I see how a policy which reduces our own exports to 
protect those of other nations can be accepted. - 

Moreover, it seems clear that when the State Department talks 
about protecting normal marketings, they believe they are only talk- 
ing about normal marketings of the free world countries. Yet it is 
becoming clear that this protection also extends to Soviet exports. 
An interesting and highly undesirable result has resulted from their 
procedures designed to restrict the barter program. The record 
shows clearly that at a time when we cannot dispose of our eommodi- 
ties through barter into certain countries due to the restrictions placed 
around the program, there has been created a vacuum within those 
countries into which there is an ever-increasing flow of the same 
commodities from the Soviet bloc nations. 

Mr. Chairman, I have noted with interest the statements that you 
made on the floor of the House of Representatives on this subject. 
On March 2, 1959, you clearly pointed out that in 1957, the year in 
which the barter program was emasculated, the Communists shipped 
over $89 million worth of the same commodities into the same coun- 
tries into which they could not be exported from the United States 
under the barter program. You also pointed out that agreements for 
1959 have been signed between the Soviet and these same countries 
for these same commodities and the projected imports were greatly 
increased. 

Unfortunately, the complete statistics are not available on this point, 
but I would like to call the attention of the committee to the chart on 
page 8. It is limited to wheat exported to Western Europe and 
covers only the fiscal years ending with fiscal year 1958. ‘That is 
because that is the latest publication available to us from the Depart- 
ment. Because of the earlier testimony of departmental witnesses it 
has additional significance beyond the purpose for which it was origi- 
nally prepared. The statistics are taken from the publication entitled 
“The World Grain Trades,” issued in April 1959 by the Foreign Ag- 
ricultural Service of the Department of Agriculture. 
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Mr. Cuambers. While their testimony laid great stress on coarse 
grains as evidence that they did not need barter in order to sell cer- 
tain of their surpluses for cash, this certainly does not apply for 
wheat, if this testimony is correct. Nor does it apply to all coarse 
grains, cotton, and many other of our agricultural exports. 
~ This chart on wheat shows clearly that in 1955, when the barter 
program began to operate, our gross exports of wheat into Western 
Europe were at approximately 3 million metric tons per year, In 
fiscal year 1956, when barter became more effective, you will note that 
our gross exports increased tremendously and that the combined ex- 
ports through barter and cash sales were also greater. There was a 
slight drop off in the cash sales more than compensating the increase 
in barter sales and that the combined exports through barter and 
cash sales were greater than before. Then we can go into the next 
year. When the barter program was at its highest level during fiscal 
year 1957, our cash sales were more than doubled, our barter sales 
alone were approximately 2 million tons per year, and our gross ex- 
ports were well over 5 million metric tons. But as we look at the 
figures for 1958, when sales through barter have been cut to a mere 
trickle, our cash sales, far from increasing, dropped to the lowest 
level since 1956 and our gross exports were less than one-half of what 
they were in 1957. Very significantly, Soviet exports of wheat. into 
these same countries began to assume significant proportions. Fur- 
thermore, as Chairman Cooley pointed out in his statement. to the 
House, the planned imports by the Soviet bloc into these same coun- 
tries in 1959 were far larger than those for 1958. 

Mr. Jounson of Wisconsin. Could I ask a question at this point. I 
would like to know what the Soviet took back for the wheat ? 

Mr. Cuampers. Sir, there is a Department, cireular which was in- 
troduced in the record yesterday by the chairman, which indicates 
that most of these transactions were of a barter type, but. please re- 
member that when you barter you don’t hand away a handful of 
wheat and get a handful of something else. You sell for the cur- 
rency of that country, and buy something back with the currency that 
you are getting. Actually, all foreign trade is based on barter. 

The Cuatrrman. When you finish the statement, I would like to ask 
you a question on that, but I will wait until you finish. 

Mr. Cuampers. Yes, sir. 

Mr. Chairman, it appears clear that as far as wheat into West 
Europe is concerned, our exports have dropped far below an accept- 
able level and that this has coincided with the virtual cessation of 
the barter program. Similarly, this has apparently opened the door 
for Soviet bloc imports of wheat into the same countries into which 
we cannot export under barter except under the most stringent regu- 
lations concerning “additionality.” 

I am told also that this experience with wheat into West Europe 
is equally valid on a worldwide basis, and that the picture for cotton 
is even worse. 

With this background, I would like to comment briefly on the De- 
partment’s testimony which they advanced as an argument to support 
their position on barter. It may be correct. to say that they have 
finally located an instance to which they can point with pride, namely, 
coarse grains. However, Mr. Chairman, in the document of selected 
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data relating to agricultural exports published by your committee 
on July 13, 1959, is the most damning refutation of their case, Table 
3 on page 2 2 shows there has been a “net decline of 14 percent in our 
agricultural exports between 1958 and 1957. Over 70 percent of this 
decline is in countries where barter sales are not permitted with 
“additionality” requirements being met, and this is virtually i impos- 
sible. These simple but complete statistics should speak for them- 
selves. No amount of carefully selected segments can set them aside, 

Now, Mr. Chairman, the representativ es of the Department of Agri- 
culure may be happy with this situation, But since our commodities 
‘annot be exported under barter into these so-called hard- -currency 
countries which make up the 70 percent referred to above, except 
under the so-called additionality requirements, it is clear that unwit- 
tingly perhaps, the Department of Agriculture and the State Depart- 
ment have created a vacuum into which Soviet bloe farm exports 
are moving at the expense of our own. 

I can assure you and I am sure that the records of this committee 
will show that many offers involving the movement of surpluses 
into West European nations have been turned down solely because 
of additionality requirements, or because of other objections from the 
State Department at a time when the Soviet bloc exports into these 
same countries are steadily increasing. Furthermore, we are led to 
believe that at present consideration is being given to stopping any 
future movement of soybeans into certain ‘of these so-called hard 
dollar areas. Starting in calendar year 1958, Red China began to 
import a large quantity of soybeans into these same areas. Trite 
explanations are given for this. For instance, we have been told that 
the Department does not worry too much about it because they feel 
that Red China will always sell their surplus soybeans at what are 
virtually dumping prices, and for that reason, they are not disturbed 
about the growing importation of soybeans from "Red China into a 
particular area. There being the feeling if you stop it there, it will 
crop up somewhere else. However, present regulations will not, ex- 
cept under very stringent restrictions, permit us to put any soybeans 
into these nations through barter sales. Perhaps we could blunt the 
sharpness of this attack if we were permitted to compete through 
barter. 

Mr. Chairman, I am certain that this aid and support to Soviet 
bloc exports was never intended by our State Department and the 
Department of Agriculture, but it is a fact that in the programs they 
have developed to restrict the barter program, they have unwittingly 
made this result possible. 

It is a source of considerable gratification that the chairman and 
members of this committee and others in the Congress recognize this 
problem. It is apparent, however, that the executive branch does 
not propose of its own initiative to take the step which will permit us 
to successfully compete with the Soviet bloc if it means that barter 
sales are a part of the solution. Congress alone can be relied upon 
for such action. 

Now, Mr. Chairman, I do not need to refresh the memories of this 


committee concerning the objections advanced by the Department last | 


year in opposition to amending the barter section of Public Law 480. 
They constantly took the position that barter sales were displacing 


’ 


ie wt. (4 & 


thi 
a | 
the 
ba: 
on 


qui 


so- 
nev 
cer 
hin 








1es 
cy 
pt 
it- 
rt- 
rts 


tee 
ses 
use 
the 
ese 
to 
ny 
ard 
to 
rite 
hat 
feel 
are 
bed 
com 
will 
ex- 
oANS 
the 
ugh 


viet 

the 
they 
ngly 


and 
this 
cloes 
Lit Us 
arter 
upon 


this 
t last 
r 480, 
acing 





EXTENSION OF PUBLIC LAW 480 595 


cash sales and that for this reason, they were requiring proof of addi- 
tionality to be submitted by the contractor before certain commodities 
could be sold in certain countries through barter. This system killed 
the barter program, yet at no time did the Department offer evidence 
to support its s position. Notwithstanding their objections, Mr. Chair- 
man, this committee, the House of Representativ es, and ultimately 
the Congress, adopted a bill designed to liberalize these restrictive 
regulations : and practices. 

You may be interested to know that instead of liberalizing the 
restrictions on the movement of commodities, the Department of 
Agriculture has made it more difficult to dispose of commodities into 

various countries. It has even made public announcement of this 
fact. ‘This announcement was in a public letter sent to barter con- 
tractors. 

Again referring to the statement of the managers, you said that— 

This bill is designed to reinstate a barter program of at least a magnitude 
followed prior to the restrictive regulations issued by the Secretary of Agri- 
culture. 

And the statement of the managers is, also, replete with the con- 
demnation of the so-called addition: ality requirements. 

Mr. Chairman, I would like to take one moment to refer to a bit 
of Mr. Palmby’s testimony, which I do not believe received the atten- 
tion that it deserves from this committee. 

We are complaining about the present regulations within the De- 
partment. We feel that they are too restrictive and we know they 
kill the barter program, but in answer to some questions when Mr. 
Palmby last appeared here, on page 746 of the transcript, Mr. Palmby 
said, “And if I could comment again, Mr. Chairman, I have to go 
back to the conscientious effort we have made”—and gentlemen, I 
agree that he is trying to be conscientious— 
and are continuing to make to keep the destination of these commodities from 
impairing what we can sell for dollars. This is very, very difficult. As we 
look ahead of us, we cannot help but think there are some countries that may 
have to be excluded from consideration from barter. 

Mr. Chairman, what Mr. Palmby was doing was serving notice on 
this committee that over and beyond the regulations which we now 
have to which we object that they are considering removing certain 
countries, and these are the hard currency countries from the list into 
which any barter could be made under any circumstances. I think 
it is well to keep that in mind. 

It is my understanding, Mr. Chairman, that the only reason that 
this regulation has not been issued already, because we are going into 
a new fiscal year, is because of the hearings of this committee and 
there was some reluctancy to come out with the tight thing of the 
barter program at this particular time. But you gentlemen are now 
on notice that they probably are going to tighten it wp still more. 

The method whereby the CCC continued their additionality re- 
quirements and achieved their goal of denying barter sales into the 
so-called hard-money countries, which was supposed to be killed by a 
new designation, was by designating certain countries into which 
certain commodities could not go unless the Secretary first satisfied 
himself that such sales would be in addition to what he believed could 
be sold for dollars. These commodities and countries were marked 
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“A” on the list released by the Department of Agriculture in Novem- 
ber 1958. I have already placed this in the record. Mr. Chairman, 
this, in a slightly different form, is exactly the same system which tie 
Congress intended to change in 1958. The only difference lies in the 
fact that ostensibly the burden of proof was changed from the con- 
tractor to the Secretary. Yet in oa actice, even this difference does not 


exist because they invite the su 


ymission of evidence from the con- 


tractor on this additionality question. I might add that the record 
shows they seldom approve such transactions and it is our under- 
standing that they are currently revising the country list to further 


restrict the program. 


Furthermore, Mr. Chairman, a further restriction was added be- 
cause, in addition to the additionality requirement for the “A” coun- 


tries, any such barter must be bil: ateral in nature. 


There are varia- 


tions in that multilateral transactions are permitted but they are on an 
even more difficult basis. In these cases, the materials must come 
from the same country into which the commodities go. 

An examination of the table of “A” countries and commodities, 
which is included within the November press release previously sub- 
mitted for the record, shows that this “A” category represents these 
areas of the world whose dollar exchange or credit position is good 


and where we should theoretically always be able 


to sell for dollars, 


Notwithstanding the fact that practically no barter sales have been 
made to these countries since May 1957, it is in these areas that our 
exports are off and where Soviet penetration is the greatest. 

In these same regulations, they established another category which 
they call the “B” category. In this case, a finding of additionality is 
not required like in the “A” group, all “B” transactions have to be 


bilateral, A casual examination of this “B” list 


might suggest the 


conclusion that this is a very generous regulation because of the many 
countries that are listed as being available for barter transactions, 
However, Mr. Chairman, if you consider these “B” countries in the 


light of the materials which they have available, 


you will find that 


only a dozen or perhaps 14 have any material of any kind which can 
be taken. Therefore, so-called B transactions are limited and the 
bilateral requirement is part of the basis for Agriculture saying pres- 


ent restrictions are more stringent than before. 


Furthermore, all “A” and “B” deals must be individually ap- 
proved by the State Department. Instances have been reported where 
otherwise acceptable deals have been turned down involving rice to 


West Europe because Thailand objected. Sev - al 
been reported where otherwise acceptable “ 


instances have also 
deals were turned 


down even when the importer, in writing, ¢ ae that he would 
reduce his purchases from the Soviet bloc in the amount necessary 


to cover the barter transactions. 


Mr. Poace. In the case of the individual transaction, we have had 
testimony from the State Department that they didn’t do it. Who 


does it? I want to know. 


Mr. Cuampers. Mr. Poage, I have to be a little careful but there is 
a mechanism set up within the State agus to which these 


proposed barters are referred by Agriculture. 
names of the individuals in the State Department. 
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Mr. Poace. How would we go about getting the State Department 
statement on this? You heard Mr. Mann’s statement. We have, 
then, to resolve that question somehow or other. 

Mr. Cuampers. Mr. Poage, I will speak frankly and honestly to 
this subject. It is factually true, and I am certain if you directly 
ask the representatives of the Department of Agriculture that it will 
be confirmed, that all of these “A” and “B”—TI will put it even more 
broadly, all bilateral and multilateral transactions, irrespective 
whether “A,” “B,” or “C”, which I have not yet described, are re- 
ferred to the State Department for clearance 

When Mr. Palmby testified, I think his testimony was a little mis- 
leading. I do not believe that it was intended to be. But as I recall it, 
he said no foreign government had the right of veto or any barter 
transaction. That is the way he phrased it. He is, of course, right. 

I am certain that no foreign government can tell the Secretary of 
Agriculture he cannot approve anything. But, Mr. Poage, I sub- 
mit to you that if—and this is true, sir, that these multi and bilateral 
transactions are being referred to the State Department, and if they, 
as we are told and I don’t know it as a fact, but, certainly, they must 
secure some basis for their decision—if they check these out with the 
attachés and the Embassies of the countries involved, and I under- 
stand this is one of the techniques, and if they then advise Agriculture 
that they are opposed to it, and Agriculture goes along with them, I 
would say that indirectly the forei ign government is vetoing the 
transactions. And certainly, our State Department appears to side 

vigorously with them. 

T might add to that, that the chairman, as I recall, read a letter to 
Mr. Palmby which he had received from Agriculture where a trans- 
action was turned down in part, at least, due to objections of the State 
Department. That was in talking to Mr. Palmby. Mr. Palmby 
said he found no conflict between that letter and his testimony. But 
the trouble is, sir, that we are getting, I believe, a little clouded testi- 
mony. I amtrying toclear up one part. 

The State Department does get for approval of all these “A” and 
“B” deals. 

Mr. Poace. Where do we go to find out ? 

Mr. Cuambers. I would suggest that you ask the specific 
question—— 

Mr. Poace. You make statements in direct conflict to what we have 
been told by the Department. I think you have a right to say it. I 
am not charging you with being wrong in doing so. I am not charg- 
ing anybody with being wrong. I think that the committee would 
like to find out which is the correct statement on it. You cannot 


escape that. I am not charging you with saying a thing that is 
wrong. 


Mr. Cuampers. Mr. Poage, obv iously, I intended, sir, to make it 
clear that I believe these witnesses are not saying the right thing. 
May I suggest-—— 

Mr. Poace. You are not saying “vou believe,” you are saying it is 
a fact. And you know it is a “fact and we understand you have 
checked your statement whether these are facts. 

Mr. Campers. Mr. Poage, it is my understanding that your staff 
receives a report on every individual barter transaction. Obviously, 
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these are not available to me. If I am correct in what I am saying, 
T am sure that those records will show certain transactions turned 
down and they will say based on advice from the State Department. 
Right here in your own records, you have the starting point on this, 

Second, as I earlier said, the ‘chairman has already indicated that 
they have, at least, one letter from Agriculture on one particular 
tr ansaction where, obviously, the State Department had it referred 
to it. I would submit to you that a direct question to the Depart- 
ment of Agriculture based on what I have said here will get an hon- 
est answer, because these are honest men. They are not necessarily 
going to come up and volunteer anything. But you will get the 
answer. 

Mr. Jounson of Wisconsin. The Department of Agriculture does 
not have to turn them down because the State Department says they 
should. If the State Department doesn’t like it, they turn them 
down, isn’t that the situation ? 

Mr. Poage. As I recall, the xy did not receive any official advice, 
That is what I am trying to get at. They made a positive state- 
ment they didn’t do it—Mr. Palmby did. I am not saying that the 
State Department does or does not. These people all have sense, 

Mr. Cuameers. If I may comment before going back to my state- 
ment, obviously, I do not have the opportunity to do what you gentle- 
men can do and that istoask them. You will get it. 

Mr. Poace. That is all I am trying to do, to be told where we can 
get the facts. You got them somewhere and you made a positive 
statement. 

Mr. Cuamepers. Right. 

Mr. Poace. And I believe you. I want to know where you got the 
information. You do not want to tell me. 

Mr. Cuameers. I will tell you. 

Mr. Poace. I am not trying to tell you to put yourself in an em- 
barrassing position. I am just asking you how we can go about 
getting it? 

Mr. Cuampers. This is no leak. One of these, at least, is a trans- 
action that my company personally put in and I will be very happy 
to tell you what it was. We put in an offer to exchange manganese 
for certain commodities. The manganese was to come from India, 
However, the only way the deal could be made to work, because of the 
commercial aspects of it, required us to take the grains involved to 
Sweden, to take steel from Sweden and from the moneys that we 
got for selling the commodities there to buy steel and then sell the 
steel in India, pay for the manganese, and bring it to CCC. That is 
a “B” country transaction and bilateral in form. 

I can assure you that I was told while negotiating the contract that 
Agriculture must clear this portion of the offer with the State De- 
partment. So these are not leaks. These are the things that I have 
learned through working with this program. 

I want to repeat that I am certain, Mr. Poage, that your committee 
is getting these detailed reports. You have right in your own staff 
the information which will show transactions turned down based on 

‘advise of the State Department. And that, certainly, is the best 
starting point I know. 
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Mr. Poacr. That still does not answer the question I was getting at. 
It is not of enough importance to argue. ’ 

Mr. Cuampers. I am trying to be completely responsive to your 

stion. 
air. Horven. Your statement must be based on either facts or 
rumors? You say in your statement that instances have been reported 
where otherwise acceptable deals have been turned down because ‘T hai- 
land objected. Do you have some specific information on that point ¢ 
What do you mean when you say “instances have been reported” ¢ 
Have they been reported to you? 

Mr. Cuampers. Mr. Hoeven, in the case of the “A” deal turned 
down when the importer certified that he would reduce his purchases 
from the Soviet bloc, the contractor who had that transaction, and I 
understand there were several 

Mr. Horven. Well now, again you say “understand.” 

Mr. Cuampers. Excuse me. All right, let’s see if I can be specific. 
Perhaps I ought to be sworn in. The contractor, sir, who had this 
transaction told me that these were the facts. 

Mr. Horven. Why should not such specific information be given to 
the committee. 

Mr. Cuampers. I frankly think that the committee—and that was 
my purpose in putting it in—that the committee should pursue these 
cases further. 

The Cuamman. I have asked for full and complete information on 
the transactions that have been consummated and those that have been 
scheduled and Mr. Heimburger assures me that we have that. I do 
think it is important for us to pursue it a little further to know if the 
State Department considers “ matters individually and specifi- 
cally. 

Mr. Cuampers. Mr. Chairman, I would, certainly, hope that will be 
done. I want to assure Mr. Hoeven my purpose in being here as 
I said at the inception is that I am trying to point out the difficulties 
that lay in the program. That is all I am trying to do. 

Mr. Horven. You are making statements based on rumor. Unless 
you give us specific information 

Mr. Cuampers. I have given you, Mr. Hoeven, one specific. <A little 
later on in my—well, perhaps I had better wait until I come to that. 
At any case, where they are hese on transactions that I have handled 
personally, I can give it to you first hand. I am authorized by my 
company to do so. Where it is based on competitors’ transactions, 
as you can well understand, I do not have the same information. 
However, some of my competitors, who I believe to be honorable men, 
have told me these things, and in those cases I have tried to show that, 
with me at least, it is second hand and not first hand. 

Our first hand instance I have given you. 

I might add that we have done two deals of that type, and there 
is one pending right now. 

Mr. Hoeven. We are seeking specific information as to facts and 
what has actually taken place. When you say “several instances 
have been reported” that gives us no help, no information. 

Mr. Campers. The unfortunate part of it is, sir, I am being 


facetious, I would like to know more about what my competitors are 
doing. 
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( Discussion off the record.) 

The CHarrMan. Back on the record. 

Mr. Horven. Would there be any objection, Mr. Chambers, if you 
made available to the chairman of the committee, in all confiden 
information relating to the instances of which you complain? 

Mr. Cuampsers. Mr. Hoeven, I say later in my statement and for 
the record, that in the past I have offered and I continue to offer, if 
the committee deems it necessary, to submit the entire records of our 
experience with the barter program in confidence. 

The Cuairman. All right, proceed. 

Mr. Cuampers. The third category is called “C” and are the areas 
of the world where commodities can be sold through barter without 
restriction. But again, Mr. Chairman, a casual examination of this 
‘ategory will show that these are the countries into which the United 
States, seldom, if ever, or with great difficulty, has been able to sell 
our commodities in the past. Interestingly enough, the procedures 
within the Department give the “C” category country deals the lowest 
priority, even though their own standards indicate that all “C” coun- 
try deals are “additional” United States sales. 

These restrictions on the movement of commodities have also had 
a serious effect on the pricing patterns in the program. This is very 
important, Mr. Chairman, because the restrictions on the areas of the 
free world into which commodities can be sold through barter are so 
stringent and full of risks that the commodity companies have been 
asking and receiving sales commissions of such a nature as would 
make the transactions unworkable except for the current distressed 
price conditions for materials around the world. Discounts or sales 
commissions to move the commodities have been reported rangin 
from 8 to 12 percent (and in the testimony before this commalseeaal 
have heard others talk of up to about 20 percent), which under normal 
market conditions would be absolutely unworkable. This compares 
to sales commissions of approximately 14 to 1 percent asked for and 
paid prior to the restrictive regulations of May 1957. The Depart- 
ment in the past has said that it was these small competitive discounts 
which were hurting cash sales. That is prior to May 1957. Yet they 
now vigorously support a program which requires the larger discount. 

Out of this policy of the Department has grown a very serious 
threat to the normal sales of commodities for dollars, and many com- 
plaints have arisen from the traders in these commodities. Under 
the old regulations, no complaints were ever heard against the barter 
program from anyone outside government. Now complaints are 
heard and basically they are created by the restrictions on disposals 
and the resulting high sales commissions. 

Mr. Chairman, I want to associate myself with some of the testi- 
mony given by some of the representatives of the Cotton Council and 
the Cotton Shipping Association. Those gentlemen complained about 
the very seme thing I am complaining about, that the present barter 
program, the way it is administered, is requiring high discounts to 
be paid. Iam sure that they did not come here to support my point 
of view, but it is a fact that we are complaining about the very same 
thing. And what I am doing is asking that those restrictions be 
removed from the barter program. 
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I believe only the Congress will do it. And I think that if we do 
remove those restrictions that we will drop back to the normal com- 
petitive discounts. ; i 

Of course, it must be recognized that some of these complaints are 
from American companies who have large holdings in Mexican cotton 
and who are objecting to barter sales which have moved American 
eotton at the expense of their holdings in Mexican cotton. This type 
of complaint should have little effect on the Congress, although I 
noticed the departmental witnesses devoted a great part of their 
statement to quoting it verbatim. In some ways, the weakness of the 
position of those opposing barter is best shown when, in Mr. Palmby’s 
prepared statement of 12 pages, he devoted over 2 pages to quoting 
9 opponents to barter who have their own commercial interests to 

rotect. 
, Furthermore, because of the bilateral requirements of the “A” 
and “B” type transactions (I do not know whether I am getting too 
detailed or not) contractors handling either the commodities or the 
materials have been approaching the foreign buyers of our commodi- 
ties and suggesting that they hold up their normal acquisitions be- 
cause they were trying to work out a bilateral arrangement within 
that country. If successful, they point out that they would then 
be in a position to offer discounts to the foreign buyers. This bi- 
lateral-type arrangement also has slowed up and disrupted normal 

urchases of our commodities. While there are criticisms of the 
high sales commissions it is important to recognize that they are caused 
by the present regulations devised by the Department of Agriculture 
to avoid carrying out the barter law as intended by the Congress. 
They did not exist prior to the establishment of such restrictions and 
will disappear if the restrictions are removed from the countries of the 
free world into which barter sales can be made. 

Therefore, Mr. Chairman, the situation that exists today is that the 
restrictions around the disposals of commodities are such that even if 
there was an unlimited list of materials which no one is recommending, 
it would be practically impossible to carry out a barter program in 
excess of $100 million per year. 

Mr. Chairman, while these are the two main problems that exist 
in the barter program, I would also like to point out some others to 
you. 

Last year you amended the law to make it clear that domestic proc- 
essors of foreign ores or materials could participate in this program. 
Not only are the processed materials more desirable for the stockpile, 
but it offered a shatbe for our domestic producers to compete with 
foreign suppliers. In the November announcement, a copy of which 
has been submitted for the record, Agriculture said that domestic 
concerns could participate but the requirements of additionality and 
that the transaction be bilateral virtually eliminated the domestic 
processors. The Department recognized that these restrictions would 
make it virtually impossible for American management and Ameri- 
can labor to participate. This is another part of the total reluctance 
of the Department to carry out the law as expressed by the Congress. 

There is another very serious area of concern. While the accept- 
ance of prices offered for the materials is the responsibility of the 
Department of Agriculture, it relies entirely on advice given by the 
General Services Administration. 

4427359 —-39 
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I have heard testimony during this week which indicates that some 
people believe that too high prices are being paid, and that windfall 
profits are resulting thereby. 

It is my understanding that, as a part of the overall fight against 
barter, there has been criticism of the pricing patterns approved by 
the GSA on the part of the representative of the Bureau of the 
Budget on the interdepartmental committee. He took the position 
that they have been approving prices at too high a level. The GSA 
has reacted to his unchallenged position by setting their price advice 
at a level which makes the transaction not only unattractive but in 
many instances unworkable. 

Now, Mr. Chairman, nothing could be further from the truth in 
such a position. I know of no transaction that has ever been ap- 
proved by the GSA where the prices were not at or below published 
market prices. The Government has driven excellent bargains and 
the best evidence on that is the study made by your staff. On page 18 
table 23 shows that according to the Department of Agriculture the 
contract value of the materials taken at the time of purchase was 
$979.6 million. 

In other words, they drove a very hard bargain. 

The thing that is disturbing is that under the impact of the criti- 
cism from the Bureau of the Budget and perhaps other places—when 
I say they feel, GSA does not have a buying program for these mate- 
rials, so if they went into the market to buy, why this is what the 
think they could do—the GSA now advises the Department of Agri- 
culture as to what they feel they would have to pay for the material 
in dollars, on a spot basis, in the present market. Agriculture then 
applies that advice against offers for materials paid for through bar- 
ter, for future delivery, from future markets. In the present dis- 
tressed condition of materials around the world—I am sure that GSA 
gets good advice on this—it is possible to buy minimal quantities of 
materials at low prices for spot delivery. However, when you are 
offering a major quantity for forward delivery over a period of a year 
to 18 months, prices cannot be the same. Therefore, without having 
any recognized responsibility to administer the program, the GSA has 
contributed materially to limiting the volume of barter business be- 
cause of their advice on prices. Either they should assess prices 
quoted in the light of the barter problems or Agriculture should take 
their “cash purchase” advice and apply it to barter offers with all 
their ramifications. If the restrictions on the commodities are re- 
moved, barter prices can and should be as good or better than cash 
prices. That was true prior to May 1957. Under present circum- 
stances the Government is losing many chances to move surplus com- 
modities by their pricing practices. As world markets stiffen, this 
problem will increase. 

In fact, this situation is even now becoming acute. When I last 
appeared before your committee, I offered, and I continue to offer on 


| 


a confidential basis, the record of our company’s transactions in barter | 
if the committee should feel it necessary to examine the pricing and 


profit aspects of such transactions. You will find that the margin 
of profits is low and reasonable. 

I believe your committee has available to it on a regular basis reports 
from the Department of transactions offered to the Department and 
the reasons for their rejection. An examination of these reports 
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must show that more and more offers are being rejected because of 
Or. Chairman, I apologize for having taken so much of the com- 
mittee’s time. I know that this committee, and I think the Congress, 
have done everything within its power, short of an outright mandate, 
to activate a proper barter program as one means of disposing of our 
luses. 

rth the past there has been considerable reluctance on the part of the 
Congress to require a mandatory barter program set at any given 
level. It is my opinion, however, that unless some level of barter 
transactions is required of the Secretary of Agriculture by the Con- 
gress I do not believe that the intent of the Congress will be carried 
out. Therefore, I support and recommend some such plan as en- 
visioned by H.R. 7983. Bh : 

Any legislation should, in my opinion, specify that any material 
such as is presently included within the strategic and critical stock- 
pile which meets the criteria of being cheaper to store and its non- 
deteriorating should be an acceptable material for barter. I do not 
believe that any further study of these materials needs to be made. 

In addition, there are many materials, supplies, and equipment 
needed by our country for our future economy (because, as has been 
pointed out, we are a have-not nation in so many materials) and for 
other strategic programs which we certainly should exchange for our 
surplus commodities. Every effort should be made to put materials 
into the stockpile in as usable a form as possible and that in so doing 
we should maximize the participation of our domestic industry in 
such a program. ‘The bill must be specific on these points or it won’t 
be done. Also, because of the past record of the executive branch in 
interpreting this law, I feel it is essential that the Congress establish 
a level at which they want the barter program maintained. 

All of us recognize that the barter program standing alone is not 
the final solution for our disposal program. It is only one of many 
methods whereby we can maintain our fair share of the world con- 
sumption of commodities that we produce for export. I am certain 
that we can rely on the officials of our Government to continue in the 
future, as they have in the past, to use excellent business judgment in 
determining when and what materials they can take at any given 
time without disturbing world market prices for those materials. It 
is unfortunate that they have not shown the same care in the pro- 
cedures that they have established for the disposing of the surplus 
commodities. 

Thank you for your patience in listening to my testimony. I ho 
that it will be of some assistance to the committee in arriving at its 
final decisions. 

The Cuarmman. Thank you very much, Colonel. 

I would like to ask if you can do one thing for the committee which 
I think would be very helpful. No one so far has done it, that is, to 
explain to the committee the step-by-step procedure involved in initiat- 
ing and negotiating and consummating an agreement. 

I have asked officials of the Department to supply that for the 
record. I would like for you to give it to us now, if you can. 

Mr. Cuamerrs. I think that I can, sir. I will try to do it simply. 
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First of all, I must point out to you that there is a ee definite 
distinction between the way such exchanges were handled prior to 
May 1957, and now. So, with your permission, I would like to take 
you to the barter steps that we followed prior to May 1957, and then 
change it to comply with your present procedures. 

The Cuarman. All right. 

Mr. Cuampers. The while thing starts when Agriculture puts out 
a list of materials on which they will accept offers for barter. The 
get that list, as I pointed out, in the old days from ODM, throug: 
GSA to them, and now the President gives them a list. 

The trade then knows that they will accept offers on these mate- 
rials. We do not know the quantities that they have for an objective, 
but by talking to them, if we want to offer 10,000 tons of manganese, 
or so many industrial diamonds, they will tell you, “Yes, we can con- 
sider an offer of that size.” 

So we then go out in the world markets and try to locate a supply 
of this material to offer them. 

Obviously, gentlemen, I am sure you all understand that we try to 
get it at the lowest price possible. 

We then come in and we make an offer to the Department of Agri- 
culture, saying—this is under the old system, mind you—that, “We 
hereby offer you 10,000 tons of manganese and will take in turn sur- 
plus agricultural commodities for disposal any place in the free 
world.” 

We quote them a price. We give them a freight basis, all of the 
commercial details. 

The Department of Agriculture will take that offer, and unless 
there is some reason why it should be disapproved, prima facie, 
they will send it over to GSA for checking the prices, the reputability 
of the contractor, the freight transactions and all of these various 
commercial aspects. 

In due course they will get a recommendation back from the GSA. 

At that time you go to the negotiator in the barter division to whom 
this particular transaction has been assigned—they have them ona 
materials basis—you sit down with that negotiator and he will say, 
“Your offer looks pretty good, but your price is too high.” 

We will say, “All right, what do you think is right?” 

He will not tell you, but he says, “It is too high.” 

Unlike a commercial transaction they do not give you a counteroffer. 
He will simply say that it is too high. 

Then you go back and try to guess how much lower you should go. 
Eventually, you will get your price down to or below what GSA has 
advised them. 

At that time other terms and conditions being correct, we will get 
a wire of acceptance. Ard we either confirm, or we do not confirm. 
If we do not confirm there is no deal. Almost always they are con- 
firmed. 

When the confirmation comes back there is a deal and this lays the 
basis for the formal written contract. 

I know of instance where they have taken 6 to 7 months to get 
the formal contract completed. 

But in the meantime the commodities will be lifted. And when 
these are lifted the materials company, does not ordinarly handle the 
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commodities. There are a few commodity companies that do deal 
in materials. One or two materials companies handle commodities, 
but most of us do not. : 

So we will nominate, after negotiating with the commodity com- 
pany, somebody to dispose of the commodities for us. They charge 
us a commission for handling that phase of the deal. 

Under these transactions, = to May 1957, they could take any 
commodity available from the Commodity Credit Corporation for 
sale'in any free world country. 1 

These people are all exporters, they are the ones who are selling 
under all of our export programs. They know pretty well what 
they can do worldwide. Therefore, they will just include this trans- 
action within the normal exports that they would sell. 

We paid them a commission from one-half of 1 to 14% percent to 
handle and dispose of these commodities. 

As I recall, grains are sold to us on an FAS basis in this country. 

Remember, in barter the dealer has to pay for the cost of the ocean 
freight. Under title I that is usually ped from U.S. dollars. 

We now have got a grain exporter. He then comes down and lifts 
these commodities in accordance with his normal sales. At the time 
he does it he, or we, put up a 100 percent letter of credit to cover 
that, or cash. He either buys it or puts up the 100 percent letter of 
credit. 

He then sells it in the foreign market. The money that he gets from 
that sale is deposited to our account, 

We take that money and buy the materials. 

Bear in mind these materials must meet Federal specifications which 
have been established by the experts who work on the materials, And 
that we are tied down as to, one, the prices we are going to get for 
them; two, the quality of the material; and, three, delivery schedules. 

Sometimes we will be delivering the material before we get the 
contract. Many times this is true. 

So we will take the money that has been acquired by the selling of 
the commodities, pay for the materials which are delivered to the 
Commodity Credit Secannatinn. 

The Commodity Credit Corporation never sees these materials. 
GSA who handles the big Federal stockpile is the custodian of the 
materials. They handle the inspection of the materials when delivered. 
Of course, these inspections are against Government specifications. 

At every step of the way this transaction, except where Commodity 
Credit Corporation is concerned, is handled precisely the same as 
though it were a purchase from the Commodity Credit Corporation 
of commodities for dollars, because in grain you have to bid to get 
your materials, and you buy the other materials on a quoted daily 
market price, at the prices that they are getting for dollar sales. 


The difference between those transactions which, so far as I know, 
did not disturb the markets—and I have heard you all say many times 
that you never had any complaints about the program—and what we 
are doing now is very clear. 

First of all, there are certain countries of the world into which we 
cannot sell the commodities except by proving additionality on the 
A deal, and we must make it a bilateral deal. 
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When you go to the commodity company first and you make your 
offer and everything else just like before, except in your offer you have 
to tell, if it is an A or B country deal—the Department of Agriculture 
decides in advance what country you are going to put these com- 
modities into and what commodity you are going to take. 

So now a grain man, or a cotton man, has no flexibility whatsoever, 
I mean, he is committed. And within a certain period of time speci- 
fied in the offer and in the wire of acceptance he has got to lift those 
commodities and put them into the country that has been specified. 

That puts a risk into the transaction that never existed before 
May 1957 : 

In addition, we have a problem on the other end, because now we 
have got to get materials from the same country into which the com- 
modities are going. That is an A or B. Or on these multilateral 
deals that they talk about, that is the Swedish deal that I described to 
you, that is a multilateral deal, where you take a commodity in Swe- 
den, pick up a material from Sweden, take it to India and sell it and 
pick up the managanese there, and bring it to the Commodity Credit 
Corporation. 

I understand that all aspects of those multilateral deals, and Mr. 
Hoeven, I am saying I understand—I understand that all aspects of 
that multilateral deal are checked with the State Department, be- 
cause if India did not need steel, for instance, or there was was some 
country, perhaps, that they were more interested in than Sweden, in 
selling steel to India, they might object to that leg in the multilateral 
deal. 

That bilateral complication plus the restrictions on the commodities 
have created the problems that exist. 

The Cuatrman. You do not object to the Government knowing the 
ultimate destination of the accepted commodity, do you? 

Mr. Cuamebers. It is very restrictive, sir, if you require that this be 
done at the time you make your offer. Certainly, when you lift the 
commodities you have to tell the Government where they are going. 
But the difference lies in the fact that if you come in and are making 
an offer for X quantities of a given material and are taking com- 
modities in exchange, if you have to say, “I am pvr corn to put 
into”—well, let us say, West Germany, which may be a bad example, 
I do not know—if you have to limit yourself at the time you make 
your offer the commodity company knows it may or may not be able 
to put that corn into West Germany within the period of time stipu- 
lated. In order to protect that risk he is asking these higher dis- 
counts. 

The Cuatrman. I can understand that he will ask the higher dis- 
count, but it seems to me a reasonable requirement for the Govern- 
ment to claim the right to know in advance the names of the countries 
to which the commodities will be shipped. 

Mr. Cuampers. The problem is at what point? 

The Cuarrman. Do you not think it is reasonable for our Govern 
ment to want to know about the cost of the material and the value of 
the material that is going into the stockpile? 

Mr. Cuampers. On that there is no question. There you must quote 
them at the time you make your offer as to the established Federal 
sepcifications on which you are offering and you must quote them a 
firm price which they can accept. There is no question about that. 
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The CuarrmMaNn. Under the contracts we have now the Government 
knows in advance the price that they will pay for the material. 

Mr. Cuamuers. For the material, yes, sir. 

The Cuatrrman. They also know the price, or the cost of the agri- 
cultural commodity, do they not? 

Mr. Cuampers. No, sir. We agree to take an equivalent value in 
agricultural commodities, because the prices of the commodities vary. 
We may, for instance, have a contract that will run for a year or 18 
months. I think 18 months is about the top limit down there now. 

The commodity people, obviously, try to lift the commodities at the 
time when, one, they have a sale and, second, when it is most advan- 
tageous to them. . 

We are the barter contractor. All we know is that the Commodity 
Credit Corporation has contracted to give us an equivalent value. 
That is based on their normal sales prices, just as though they were 
selling for cash. We get an equivalent value of agricultural commodi- 
ties in exchange for an absolutely fixed value of materials which we 
are delivering to them. 

The Cuarrman. As businessmen, the representatives of your com- 
pany buy the agricultural commodities at the lowest possible “ag 
and buy the materials at the lowest possible price, do they not 

Mr. Cuampers. I do not think there is any question about that. 
The only thing we run into is if we were dealing commercially—our 
company sells for a great deal more to the steel companies and the 
ferroalloy people than they do to the government—when we sell 
there, there is a chance for negotiating and whatnot in relation to the 
market prices. 

The U.S. Government drives, so far as prices are concerned, a much 
tighter bargain on these transactions than you find in your commer- 
cial transactions. 

Specifically, I am not criticizing GSA, but I disagree with the prin- 
ciples involved. However, on any particular transaction I have never 
criticized them. They will take what they think they can buy this 
material for in the spot market right now for dollars. This is ap- 
plied against the barter deal. 

We have sold a certain amount of manganese in the last 3 months 
at a price which is about $2 a ton less than it costs us to deliver to 
GSA. We are selling that similar manganese to the steel companies 
at, $2 a ton more. 

Why can we do this? Because we have tied on to it, the other com- 
mercial barter leg of steel from one country to the supplier of the 
manganese, and we make a profit on that and have passed it on to the 
manganese leg. 

You might ask why we do this kind of business. Under present 
conditions there is a real advantage for a company that has been in 
the export-import business for three generations, and I presume wants 
to continue for three more generations, to maintain a buying position 
with the suppliers of manganese. 

Our sale is one of the few sales for manganese that have been made 
through the barter program. It is a very worthwhile thing to do. 

I might add this is 46 percent grade managanese on Federal spec- 
ifications. This is about as fine a manganese as you can find in the 
world. 
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I do not know whether I have described the barter transaction for 
you sufficiently or not, sir. I will be glad to elaborate if I have not, 

The Cuarrman. I believe you have. 

Mr. Horven. Do you know whether or not these proposed barter 
sales have to be approved or are approved by the State Department 
before they are finally consummated ¢ 

Mr. Cuampers. To my knowledge, sir, they are. Any barter trans- 
action involving a bilateral or multilateral transaction is referred to 
the State Department. We may have a little problem on the question 
as to what is meant by approval. 

They are referred to the State Department for advice. And I 
would suggest that that carries with it the connotation of approval, 

Mr. Hoeven. It has always been my impression that the State De- 
partment exercised the veto power. Am I correct in making that 
assertion ? 

Mr. Campers. I have had no transactions turned down that I 
have offered for my company as a result of State Department advice, 
However, it is my understanding that transactions have been turned 
down based on State Department advice. 

Mr. Horven. There seem to be two flies in the ointment. 

One that the contract must be approved by the State Department. 

Mr. Cuampers. Not the contract, sir. The approval of the trans- 
action. 

Mr. Horven. The proposed contract ? 

Mr. Cuamepers. Yes. 

Mr. Hoeven. Either directly or indirectly. And, secondly, the 
GSA, which you say, has something to do with offers being rejected 
because of the price. 

Mr. Cuamsbers. I would not limit it tothat. I think the price prob 
lem will clear up, if we remove these restrictions which basically stem 
from the State Department. If we do not have these restrictions 
around the movement of the commodities, that is, if we are not told 
that we cannot put certain commodities into certain countries without 
additionality requirements, then the commissions, or the discount rates 
that we must pay the commodity companies are nominal, and under 
any market conditions we can compete with the cash prices and will 
sell those materials at or below the cash prices. 

I do not quarrel too much with what the GSA is doing. I am a 
saying that I think that they are getting an unrealistic price on whi 
they advise agriculture, because it is a cash price, a spot price for 
delivery in the present markets. 

That advice is then translated into a barter transaction which, under 
re ae regulations contains all of these ramifications of additionality, 

igh discounts, and things of that kind. That is my area of concern 
on prices. 

Mr. Poace (presiding). So, if you can arrange to sell in competi- 
tion with the cash prices, whenever you sell, are you not eliminating & 
cash sale? 

Mr. Cuampers. No, sir, because we are selling these materials for 
the supplemental stockpile. It is a market which is not available to 
us any other place. e are taking surplus materials, if you will, off 
the world market and putting them into the supplemental stockpile. 

We are not, under any circumstances, competing with cash sales. 
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Furthermore, Mr. Poage, we must always continue to satisfy our 
industrial purchaser. This goes on year in and year out. United 
States Steel and Bethlehem and other companies buy their ores from 
us, as well as other companies. ; ' 

We look on the barter program asa means of disposing of or selling 
materials to the U.S. Government which we otherwise would not be 
able tosell. And the U.S. Government is disposing of surplus agricul- 
tural commodities which they desire to do. 

We hope that this program will not go on for a lifetime. It might 
well do it. But we simply feel that it is an excellent thing for our 
country to be able to dispose of its commodities through this device. 
We know it is good for a lot of the producers of ores, precious metals, 
diamonds, and things of that kind, who have no sale for those com- 
modities, except through this programy. 

And we, also, Mr. Poage, know that it is helping our own mining 
industry in part. Mr. Palmby so testified here the other day, be- 
cause by taking it off the world market, that is, some of these sur- 
plus materials, and impounding them in a supplemental stockpile, 
you are supporting world market prices, which permits the domestic 
prices to be better. That point may be of interest. 

Mr. Poace. Let us get back to the point I was discussing, the de- 
sirability of trading off something that we do not need for some- 
thing that we do need. I agree with you on that. I do not think 
anybody disagrees on that. There may bea few. I do not question 
it at all. It 1s highly desirable to trade with somebody who cannot 
buy my goods by this method. 

I have something that they can trade and they have somethin 
that they can trade with me. That seems generally to be cabied 
upon as a good thing. 

But you just got through saying, if I understood you correct- 
ly, that you would be able to bring these agricultural commodities 
into a market and to sell them in competition with cash deals. 

Mr. Cuampers. Excuse me, I thought that you were talking about 
the sale of the materials. 

Mr. Poacr. No, I am not. It is the sale of the commodities. I 
am talking about the sale of wheat and cotton, I understood you 
to say that you could meet the cash prices, and that you would be 
on a competitive basis. Do you not think that displaces cash sales? 

Mr. Cuamepprs. I will endeavor to ask your question specifically. 
But may I clear up this point just for a second ? 

I made the statement, sir, that we could sell at cash prices or 
below. I was speaking only as to the material side of it when I 
made the statement. 

Now you are talking about the commodity side? 

Mr, Poacr. Yes, I am talking about the commodity side of it. 

Mr. Cuampers. Mr. Poage, I think in all fairness that under the 
program that existed prior to May 1957, as distinct from now, that 
there was an opportunity for a commodity man now selling com- 
modities through barter to apply this small discount which, as I say, 
ran from 14 to 114 percent, depending on how good a bargainer or 
good a bargain he could drive with us. 

There is no question but that that gave him an advantage. Un- 
der the present program, Mr. Poage, to which we are objecting so 
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strenuously, those discounts which he has available to him run as 
high as 8 and 12 percent. Apparently, however, from what I have 
been able to gather from the hearings that have gone on, if it was 
not for these discounts in some commodities—and heavens knows 
I am not a commodity man—I am not going to debate with you on 
cotton—but I understand, for example, that the fact is that it is these 
larger discounts that permitted some of this cotton to move through 
barter. 

And I know, Mr. Poage, for instance, on barley into the United 
Kingdom—I noted that Mr. Palmby referred to a barley situation 
in the United Kingdom that there we are butting our heads up against 
competing exporters of barley in what they call the Empire Pref- 
erence Act. You know of that. 

Our barley or any barley going into the United Kingdom must pay 
a 10-percent duty unless it comes from the Empire. 

So, obviously, if our commodity people, by virtue of our hiring 
them to sell the commodities for us, can earn a commission from us, 
it does tend to make them more competitive. So I would think, sir, 
to answer your question, that they are competing. 

But as to the question of displacement, if I recall the testimony of 
our grain people, that is, the grain exporters who appeared before 
you last year, they all testified that the barter transaction, that is, 
their ability to sell through the barter, had helped them to dispose of 
commodities for cash. I wish that I was more knowledgeable in the 
commodity end of this business. 

Mr. Poace. You heard the testimony of Mr. Goedecke 

Mr. Cuampers. Yes, sir. 

Mr. Poace. The testimony before us of this cotton shipper. 

Mr. Cuampers. Yes, sir. 

Mr. Poace. What is your feeling as to the effect of these barter 
sales of commodities into hard currency countries? I think that we 
can all agree that you can make a barter deal where a country cannot 
pay in hard currency and you add to the sum total, but if you are 
selling either wheat or cotton into hard currency countries—and these 
are the two major commodities—if you are selling either wheat or cot- 
ton into a hard currency country, how does the barter sale ever add 
to the sum total of the sale of wheat or cotton that we move into the 
hard currency country ? 

Mr. Cuampers. When you say “we” do you mean the United 
States? 

Mr. Poacr. I mean the wheat or cotton going into a hard cur- 
rency country. 

Mr. Cuampers. Mr. Poage, of course, this is the heart of the argu- 
ment that has been going on. I would refer you to the fact—and I 
want to repeat, I do not think that you can lay all of the blame or all 
of the credit to barter as to what has happened. 

Again, sir, just looking at this chart on wheat into Western Europe, 
they are the hard currency countries, it is a fact that during our best 
barter years the cash sales were higher than they ever were. When 
our barter sales were way up, our gross exports were way up. Itisa 
fact. And when you cut it out, your cash sales drop down. 

Mr. Poacr. There are other factors, too. I think it has been ex- 
plained that they have nothing to do with the barter. 








— bets | 6 6F/ 


———— Sl — 


— - _-- - a | 








IS, 


we 
ot 
re 


»t- 


he 


rul- 
LI 
all 


pe, 
est 
en 
sa 


pX- 


EXTENSION OF PUBLIC LAW 480 611 


Mr. Cuameers. I listened to Mr. Palmby. 

Mr. Poace. I think that you have to consider, more than anything 
else, in the year in which they imported a great deal of wheat, they 
did not have any. When they did have a big wheat crop, they did not 
import by cash sales or barter sales or any other sales. That, to my 
mind does not prove a thing in the world. 

You can look at the chart. It does not show that Russian sales 
took the place of either cash or barter sales. 

Mr. Cuampers. I would respectfully disagree, Mr. Poage. 

Mr. Poace. We have the figures according to your chart. What 
were the Russian sales in 1957 ¢ 

Mr. Cuampers. If you will just bear with me. 

Mr. Poace. You do not have the figures. If the chart is anywhere 
near correct, you show that it is an infinitesima] amount. 

Mr. Cuampers. May I answer with some figures ? 

Mr. Poagr. That is what we need. 

Mr. Cuampers. Mr. Cooley said before he left that he was going to 
ask further about it. 

Mr. Poace. I am asking about it now. 

Mr. Cuampers. This is the circular which he put into the record 
yesterday. This is the Foreign Agricultural circular, dated May 15, 
1959. And the heading of it, “Russian Wheat Exports Rising.” 

This says that under the current trade developments, although the 
Russians have not publicized their wheat export intentions, trade de- 
velopments over recent months very clearly have indicated that a sub- 
stantial rise in exports is taking shape. Among the earlier signifi- 
cant indications were a pair of Gilateral trade agreements ailabhs 
Soviet Union entered into with France and Japan. 

Although France normally is a large exporter of wheat, it has 
found it necessary to import large quantities this year. 

I presume this is a weather change that we have been talking about. 

As of the end of March, France contracted for delivery to France 
and Algeria over 7 million bushels of wheat from the Soviet Union 
and, roughly, 2 million bushels from East Germany which, also, is to 
be filled with Russian wheat. 

And they discussed Japan. I will skip that, if I may, because we 
are talking about Western Europe. 

Another very significant instance of the Soviet Union’s increasing 
wheat exports has developed in the Netherlands. During the last 3 
years less than 300,000 bushels of Soviet wheat annually have come 
into the Netherlands. This is the last 3 years. However, between 
September 1, 1958, and mid-March 1959 that country had purchased 
almost 7 million bushels of wheat. 

Mr. Poace. That is in the record. Let us come back to your chart. 
I think that I can figure out about what these things represent. You 
show that for 1957 it was about 300,000 metric tons. 

Mr. Cuampers. I have the figures here, sir. 

Mr. Poacr. They are not on the charts, but if you look it over, that 
is about 300,000, is it not ? 

Mr. Cuamepers. That is right. 

Mr. Poagr. And about 5,500,000 total in Europe, was it not? 

Mr, Cuampers. The total in Europe, sir, according to the statistics 
from which that chart was made, from the United States in 1956-57— 
that is the fiscal year 1957—was 5,600,000, roughly. 
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Mr. Poage. All right. Then turning to the next, you have the tota] 
going to Europe. 

Mr, Cuampers. 2,099,000. 

nen Poaen. And I presume that Russia shipped in about 600,000, 
rou } 

Mr. Chatieicane, It is slightly less than that. It is 489,000. 

Mr. Poacr. I was guessing at it from the size of the columns, 
There was a total reduction of imports into Europe of 344 million, 
and there was an increase in Russian imports of only about 200,000, 
You cannot suggest that the Russian wheat by 200,000 tons substi- 
tuted for the 214-million loss that you had here. They just were not 
importing as much. whey did not import as much from anybody, 
They just did not buy by barter, but by cash, or credit, or any other 
way. They just did not need as much wheat. All th 
was that they had a better year. 

Mr. Cuambers. I would like to point out to you in that same year— 
this chart does not show it—Canadian exports into these same coun- 
tries were 5,204,000 tons in the first year. That is the fiscal year 1957, 

Maybe they did not buy as much from us, but they bought 5,117,000 
tons from Canada. In other words, less than 100,000 tons reduction 
on Canadian wheat at a time when there was a 3-million reduction 
on ours. 

Mr. Poacr. That 3-million reduction on ours did not go to Russia, 
because theirs was only 200,000 tons. 

Mr. Cuampers. Yes. 

Mr. Poaae. It did not go to Russia. It simply meant that the 
Europeans did not buy that much wheat. 

Mr, Cuameers. From the United States. 

Mr. Poaae. I thought that this was the total European. 

Mr. Cuamsers. Oh, no, no, sir; that is the total United States, 
I am sorry that the chart is not clear on that point, 

Mr. Poaae. It does not show that. I assumed that it was the total. 
If it is not the total, then it is something else. We will have to get 
another chart to understand what happened in Europe. 

But again I come back to the fact that Europe had a very poor 
harvest in 1956 which was reflected in the 1957 imports. She im- 
ported a lot of wheat in 1957. 

Mr. Cuamepers, May I give you the exact figures, sir? 

Mr. Poaae. Yes, sir. 

Mr. Cuameenrs. The total exports into Western Europe from all 
nations was 14,912,000 tons in fiscal year 1957. 

In fiscal year 1958 it was 11,912,000 tons. So you have exactly a 
3 million, approximately, ton reduction. 

Mr. Poace. That is right. 

Mr. Cuamouers. Quite significantly, I would think that corresponds 
to the point that I was trying to make, sir, that the 3-million reduce 
tion happens to correspond with the fact that our exports to Western 
Europe dropped a little better than 3 million during that time. My 
point is simply this: that, perhaps, our exports would not have 
dropped to that same degree, and maybe Russia would not have come 
up with the extra 200,000 tons, whatever it is, if we could have put 
in a little barter wheat. 
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Mr. Poace. It seems to me quite clear, if we got the total figures, 
it clearly proves that when Europe reduced its total consumption of 
wheat for all practical purposes the United States lost the sale. 

Mr. Cuampers. That is correct, sir. That is the point I am 
making. é 
Mr. Posen Now then, the reason for that is what I think we were 
told the other day, that the United States is a residual supplier and 
that Europe is never going to buy wheat from us until she has pur- 
chased all she can buy from everybody else, from Canada, from 
Australia and everbody else. Europe is never going to buy, nor are 
the hard currency countries going to buy from the United States as 
long as they can meet their requirements elsewhere, as long as we 
have our present price policy. oa 

Of course, We can overcome that if we were to subsidize our prod- 
ucts, if we were willing to sell our commodities cheaper than any- 
body else in the world. 

We seem to be a residual supplier. 

The Cuamman. Will you yield? 

Mr. Poage. Yes. 

The Cuamman. Under all of these barter transactions, are you 
not required to export American commodities, American wheat and 
cotton ? 

Mr, Cuampers. Yes, sir. 

The CHarrman. You cannot put your transaction into Canadian 
wheat, can you? 

Mr. Cuampers. No, and even if we could I doubt that the Canadians 
would stand for it. 

The Cuamman. Does that not indicate that to barter we might 
get into markets that we might otherwise not get into? 

Mr. Poace. There is no question about that. What I am saying 
is that as long as the United States does not lower the price on all 
of their wheat, or cotton, they remain a residual supplier. To the 
extent that you do subsidize through barter you can move a given 
amount. You can move exactly the same amount for cash, if you 
would put the same subsidy into it. 

If you sell wheat at $1.50 instead of $1.77, you can sell more wheat 
in Europe. If you will subsidize it down to $1.25 you can sell still 
more wheat in Europe. 

If you allow a specific transaction to move a million bushels of 
wheat into Europe under barter or cash or any other method at $1.25 
you can displace a million bushels that nll otherwise move into 
Europe. But unless you are going to let the United States be some- 
thing more than a residual supplier you will not have added anything 
to the sum total that the United States can sell in Europe. 

Mr, Cuampers. May I, at the risk of getting over my head, sir, 
comment on that ? 

First of all, I agree with you. I think all of us recognize that the 
only reason that you can make your barter transaction is because 
there is a profit motive in it. 

Obviously, the only reason we have been able to sell our American 
surpluses in competition with foreign surpluses is because we have 
been able, through barter, to give them a better price. 
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The substantial difference is, Mr. Poage, that while we are coming 
out with a better price on our commodity, we are not subsidizing it, 
I do not think you intended to imply that we were although you used 
the word. This is a commercial commission that is being paid by the 
commercial company. 

Mr. Poaas. I did not intend to imply it. I understand that when 
we pay something more than the market we have to do something, 
There is no way in the world that you can pay that commission unless 
you have leeway in there which the U.S. Government pays. Conse- 
quently, it is a subsidy. 

Mr. Campers. Excuse me, sir, the material is the only thing that 
the U.S. Government pays us for. 

Mr. Poacer. That is right. 

Mr. Cuameers. It has set a price at which to buy these materials, 
We are not debating that, Iam sure. I know how you feel about the 
exchange of materials. We are not talking about that. The price 
that we are going ultimately to get is set in these controls. And that 
is the materials end of it. 

If we, through our ingenuity, Mr. Poage, can—and I will go back 
to the deal I referred to—there are many others that I will be happy 
to describe, but preferably privately, because I know a lot of my com- 
petitors are sitting right back here, but in this particular case through 
our ingenuity we found a sale for steel in India and found a seller of 
steel in Sweden, which is a country where the Department of Agri- 
culture would approve the commodity to go to, we were able to take 
away about a million and a half of the surpluses. 

Now the amount that we pay the grain company to do that, that did 
not come from the Government, unless you are saying that the ma- 
terials price included it, which it did not. 

I have told you—our records will show it to you—that we actually 
sold that manganese to the United States at around $2 a ton less than 
it cost us to lay it down here, but we had other transactions tied onto 
it, which made it possible. If that is a subsidy, all right. But it is 
not a subsidy from the U.S. Government. If it is a subsidy, I would 
say, that we the mineral men are subsidizing the grain companies in 
this case. 

May I say one thing else on this general proposition? But I do 
not think you, of all people, Mr. Poage, because I know you too well, 
and I respect you too highly, are trying to say that we are going to 
stand back and allow all of the competing nations of the world, in- 
cluding the Soviet Union, to get rid of all of their exports before we 
will sell ours and be content. 

I have heard you talk to other people. I know that you do not 
mean that. 

Mr. Poaar. I am saying that that is what we are doing and going 
to continue to do, unless we are ready to make our price as low as 
anybody else’s in the world. 

The Cuarrman. Will you yield to me? 

Mr. Poace. Yes. 

The Cuarrman. I am sitting on the sidelines. I do not think that 
there is any difference between you two gentlemen on that point at 
all. He agrees with you. He has to be competitive. You have got 
to know your prices. 
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Mr. Poace. The only point I am trying to make is—I agree with 

ou—please do not get me wrong—— 

Mr. Cuampbers. I know. 

Mr. Poace. There is a place for these barter transactions. But I 
do not think that we can increase our sum total share of the hard 
currency market when we do not drop all of our prices to meet it. We 
just get a small share of that market. 

In Europe it is about 3 million. 

Mr. Cuambers. It is 2,099,000. 

Mr. Poacer. That is all we sell in Europe. Another year we sell 
500 million, because they did not have any. Others could sell more 
or less. We could not. We could not sell anything but that which 
was left after everybody else had sold their wheat. 

Mr. Cuampers. The place I disagree with you, sir, while I again 
say I do not think that barter is the total solution. On that I agree 
with you 1,000 percent, but as a result of barter, we could have sold 
more, sir. 

Again I am speaking out of my own knowledge. Transactions dur- 
ing these years involving wheat and feed grains into Western Europe 
have been turned down because of the additionality reasons. If you 
say that those sales would displace a part of our American exports, 
then your argument is perfectly sound. We do not believe this to be 
true. 

And, second, and now I am in the realm of what has been told me, 
if these transactions which were turned down in the Netherlands, 
where the importers said that they had been buying Soviet wheat and 
they would reduce their purchases from the Soviet in a quantity to 
satisfy the barter transaction, if that is correct, Mr. Poage, then it 
would be clear that the United States could have sold more. 

But, to me, in this economic war—I am not just waving the flag— 
in this economic war that we are engaged in with Russia, every time 
we can check them, every dollar’s worth of business that we can take 
away from them, it will help our country, and I think that we are all 
in accord on that, all of us. 

We know we can do this through a barter program. 

I at one time suggested, in fact I had it in my prepared paper, that 
maybe a real solution to this would be to go ahead—and this is not 
an unrestricted, wide open barter program—far from it—thus are 
many safeguards built into the language of H.R. 7983—but I was 
going to suggest that, perhaps, you might want to give this authority 
with a 2-year limitation on it, maybe 3 years, to test it out. 

I do not think we have properly tried this weapon, sir, in this eco- 
nomic war that is getting worse with Russia. Certainly this trade 
battle that we are in on agricultural commodities is quite similar to 
the other trade wars that we are waging with Russia. 

I would like to see a proper barter program tried for a couple of 
years, and then, Mr. Poage, reluctantly, if it were proven wrong, I 
would agree with you. 

Mr. Poace. You say, Mr. Chambers, you felt that if you had made 
the deal with the Netherlands, it would not have in any way displaced 
any other American sales. It would not have resulted in a total addi- 
tion of movement to the Netherlands. You indicated the reason why 
you believed that. But you expressed the view that if we could have 
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displaced that Russian offer that that would have been all to the good. 
It may have been. I am not so clear on it. 

But as I understand it, the Russians, probably, had a certain 
amount—and that is something else to talk about—whether it was feed 
grains—the Russians, obviously, in 1958, had 400 million bushels of 
wheat that they were willing to sell in Europe and they were going 
to move it, and they did move it. They could have moved more if 
they had wanted to put more in there at a price under everybody else’s 
market, but they had 400 million bushels. And they offered to sell 
that. 

Now then, had you prevented them from selling any part of that 
in the Netherlands, the 400 million bushels would still have been in 
existence, would still have been ready and available to sell to anybody 
else who had hard currency and wanted to buy it and it would still 
have been available at a price less than the American market price 
for wheat. 

Consequently it is perfectly clear that it would have come out of 
American wheat. It would have displaced American wheat rather 
than Canadian wheat, because it was selling cheaper than ours. 

American wheat being at the highest price would have been the 
first to be displaced. 

I think the mere fact that you prevented the Russians from selli 
it in the Netherlands did not destroy the sale of wheat that the 
Russians had. It was available. What is your opinion on that? 

Mr. Cuameers. I do not want to twist what you say. I respect 
you too much. However it seems to me like it could be interpreted 
that we recognize the hopelessness of the situation that we will not 
endeavor to compete until Russia has sold all she has to sell. 

Mr. Poace. That is the wrong interpretation, because I have always 
advocated, as you probably well know, that we ought to let our cot- 
ton and our wheat move on the world market at world prices, and 
to meet anybody’s price, instead of paying the exporter, pay the 
ve producer, which would make us competitive with every- 

ody. 

We would cease to be a residual supplier, but would become a com- 
petitive supplier. 

Mr. Cuampers. In world business every time you take a sale away 
from a man you tend to build up the dependency of that customer 
on you. It may well be that if we had taken a sale or several sales— 
you will recall there were several such instances, we would have 
gained an advantage in this trade war. 

Mr. Poace. All that I am saying is that the Russian wheat was 
still there, available for sale to any hard currency country. And 
if they did not sell it in the Netherlands they could sell it in Germany 
or some place else. 

Mr. Cuamsers. Every time Russia loses a sale somewhere, it is just 
like in battle, you do not win a battle in one big explosion—it is the 
attrition that goes on that counts. Every time you take a sale from 
Russia any place in the world you hurt them and you help yourself. 
And if we can do this enough it will help. 

This argument has been advanced, if you will recall, by a witness, 
in his testimony on the question of soybeans—why worry about Com- 
munist China soybeans in West Germany—if you stop it there, they 
will show up some place else. 
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If we can stop them in West Germany, if we can stop them in two 
or three other places, sir, we will begin to build up our trade rela- 
tions there, and maybe we can do a better job. 

Mr. Poace. If we had the competitive price structure that was 
competitive on the rest of our commodities, I would agree with you. 
But if we are to sell 50 percent under barter at a low enough price— 
whoever pays the subsidy is immaterial—at a low enough eam to 
make it competitive, and the other 50 percent is not going to be com- 

titive, then I am saying that you still have not added anything to 
the total, because the low price of the soybeans is going to displace 
the other half of our soybeans on the market. 

Mr. Cuampers. I would say to you that I believe that if exporters 
who sat here—and they did not testify this year, I concede—but last 
year they sat here and told you that the ability to have barter trans- 
actions helped them to sell their commodities for cash. 

Mr. Poace. Yes. 

Mr. Cuampers. That being true, and if we can go into these areas 
where Russia is trading—and by the way I am sure that you will read 
this FAS circular in detail—where they are making their main ef- 
forts in these very countries that we are talking about—if we can 
check them even 1 percent that is velvet. 

The barter sales, sir, as a to our total exports, our other 
Government programs, our dollar sales is a very small portion. I 
concede this completely. I think the testimony has convinced me 
that it does help in selling for cash. 

I do not think that there is any basic difference between us. How- 
ever, we are not using to the extent that we should a good weapon 
that the Congress gave us and which we cannot use downtown. That 
is what worries me. 

Mr. Poace. I agree with you. It has nothing to do with barter. 
We have a residual supply before us. I think that would be true 
whether we do or do not have barter. I do not think that with the 
present price structure we can have anything else without barter. 

Mr. Cuampers, Yes, sir. 

Mr. McIntme. I would like to cover three areas that you pointed 
out in your testimony. Well, in the first area there is a limitation on 
materials. Is that right? 

Mr. Cuamepers. Correct, sir. 

Mr. McIntire. That being true, then in order to expedite this 
program this limitation should not be as narrow as it is. 

Mr. Cuampers. Within reason I think it should not be. 

Mr. McIntire. Then the second limitation is that in the current 
programs and in the making of transactions you do not have an op- 
portunity to go wherever you wish in making these transactions. 

Mr. Campers. May I state my answer this way, that in restricting 
the countries of the world into which you can sell, through the life 
— contract, you have greatly impeded your opportunity to make 
sales, 

“7a McIntire. Well yes. I think you and I have said the same 
thing. 

_ Mr. Crtamerrs. I originally said it differently. The essence of this 
is restrictions around the movement. Your statement is correct. 

Mr. McIntire. You would like the opportunity to say where you: 
wished to go. 
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Mr. Cuampers. In the free world. 

Mr. McIntire. In the free world. 

Mr. Cuampers. I might add, Mr. McIntire, that, obviously, when 
you lift the commodities you have to tell at that time where they 
are going. The only difference is that now you have to tell at the 
time you make your offer, which makes it very difficult. 

Under the other system a commodity man, acting as your agent, 
could tie this in with his sales throughout the life of the contract, and 
he only had to advise agriculture at the time he took the commodities 
from them as to which country they were going. 

Mr. McIntime. Then the third area, which is not nearly as impor- 
tant as the first two, is the pricing policy of GSA, the spot pricing 
as against the forward position. 

Mr. Cuamepers. I think that the problem there—and if I seem to 
be a little blunt on my friends in the Department of Agriculture, 
I am perfectly willing to be so interpreted—that they use GSA as 
the experts on pricing, and they get this price advice on a cash basis, 
And they will not go one iota beyond what GSA tells them. 

GSA takes the position— 

We are not interested in disposing of the commodity. That is your problem. 
We are not interested in what all of the difficulties are. All we are doing is 
that we are telling you what we think you can buy for now on a spot and 
dollar basis. 

And I think that if the Department of Agriculture—if they were 
trying to carry out the law—this basically is a matter of philosophy 
within the departments to a great extent—they could very easily say, 
“All right, GSA says this to be true for dollars, and under present 
conditions we would anticipate,” or they could require us to show 
how much additional cost there might be as the result of the barter 
and agree to the higher price. So far they have never gone beyond 
GSA. Incidentally, that is why I am certain when you gentlemen 
inquire into the prices paid you will not find any high prices. 

Mr. McIntire. Let me go back over these to just generalize. 

In the first instance, the matter of a limitation on materials. 

Mr. Cuameers. On the materials, yes. 

Mr. McIntme. This comes within the framework of determining 
whether or not the acquisition of a particular material is or is not 
a good deal ? 

Mr. Cuameprrs. No, sir. I respectfully point out that in a portion 
of my statement I tried to show the difference between the language 
that Congress wrote into the law for title I where you talk about the 
strategic and critical materials for the stockpile, and the language 
you put into title III where you talk about strategic and other ma- 
terials that do not deteriorate and so on. 

I do not think that the Congress ever intended in title ITT that you 





only take the materials from the strategic and critical lists. I say | 


that due to the language of the law and the history on it. 

Mr. McIntire. You go behind that to the consideration that some- 
body must make a determination as to whether you are going to have 
a strategic material list, on the one hand, under title I, or whether 


you are going to have a sort of a wide-open gate through which you | 


can bring these same articles through under title ITT. 
Mr. Cuamepers. It never should be unlimited. 
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Mr. McInrire. I realize it should not be. 

Mr. Cuampers. But there is a list. 

Mr. McIntire. It is a question of whether you find it uncomfortable. 

Mr. Cuampers. It is a question of what I think the Congress in- 
tended as to the exchange of strategic materials. We are again in a 
battle of semantics. ‘There is a list of strategic and critical materials 
limited to these 74 major items which our experts deem to be suf- 
ficiently important to us to build up a national stockpile. 

But that is not the only group of strategic materials, Mr. McIntire, 
by any manner of means. There are a =e many other materials 
which are very vital to our war effort, God forbid, we ever get into 
it, and of which we have not any, because nature did not give them to 
us or we have exhausted them. 

The fundamental purpose of Public Law 480, as I understand it, 
was to effectuate a disposal of our surplus commodities. If we can 
take our surplus commodities which are costing us through the years 
to support and pay for in storage—if we can exchange those for ma- 
terials which we will either need 10 or 20 years from now in our 
economy—you cannot look on this as a short-haul thing—then I 
think that we should do it, particularly, when these materials do not 
deteriorate—and according to the Department of Agriculture’s rec- 
ords here which I think is about twice as much as it should be—it 
is costing us at the ratio of about 50 to 1 to store the commodities, ac- 
cording to these figures. 

The reason I said these figures were too high is because they do 
have the French housing interest in there, and I submit that is not 
a storage charge. 

I think you have no place else to put it. So they threw it into 
storage. 

Mr. McIntire. Then there is the area of limitation on the freedom 
of trading in the free world, and, in addition there is also the question 
of source of these commodities because of the established policy for 
trade. 

Mr. Cuamners. Mr. McIntire, most of these materials come from 
the underdeveloped countries, most of them. In some few instances 
it is different. 

What you do is that you take these commodities to one of the free 
world countries that has dollars or hard exchange and you sell them 
there. Then you take exchange to this third country, and buy the 
materials to bring into the Commodity Credit Corporation. 

Mr. McIntire. This limitation in the present category is not a limi- 
tation as to the source of the strategic material ? 

Mr. Cuampers. It is on the place of the sale of the commodity. 

Mr. McIntire. The sale of the commodity ? 

Mr. Cuampers. Yes. 

Mr. McIntire. So that is the area around which you can operate in 
connection with the free world and internationally ? 

Mr. Cuampers. It gets into a question of whether we want to go 
along with the way it is being administered, which many have - 
jected to, and others have said it is very excellent. 

Mr. McIntire. Thank you very much. 

The Cuarrman. How old is your company ¢ 
. Mr. Cuampers. It has been in business, sir, for about three genera- 
10ns, 
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The Cuarrman. You did not organize the company merely to go 
into the barter business, did you ? 

Mr. Cuampers. Me? I have my own company, called J. M, 
Chambers & Associates. I would like to advertise this fact. 

I am in the business of representing various concerns that haye 
nen in Washington that do not maintain full-time Washington 
offices. 

Ever since I left Government in 1954, M. Golodez has been one of 
my clients. 

The Cuairman. Is that the company that has been engaged in some 
barter transactions? 

Mr. Cuampers. Yes. 

The Cuarrman. What part of the total volume of the company’s 
business is in barter ? 

Mr. Cuampers. Much too small. Oh, you mean the company’s 
business? I thought you meant what percentage of the barter pro- 
gram that we get. I would say, sir—I cannot answer this question 
specifically—they are extremely strong in sugar. I think it is safe 
to say that sugar is their largest. 

The CuHamman. Asa private operation ? 

Mr. Cuampers. A private operation. 

I would think that the barter transactions is, probably, less than 
1 percent of their total business. 

The Cuamrman. That is what I wanted to know. 

There is one other question. We have to adjourn now. 

Have you heard any complaints from any of your clients or busi- 
ness associates regarding the barter program ? 

Mr. Cuampers. The way it is being administered now ? 

The Cuarrman. I mean, have you heard complaints about how it 
is being administered—especially with regard to the charge that bar- 
ter transactions are displacing dollar transactions and interferin 
with normal trade and commerce—have you heard any complaints o 
that kind ? 

Mr. Cuampers. No, sir. And I have a very wide circle of contacts 
with people in the international field, in the export-import field, with 
producers of materials, and people in the mining industry, and I have 
never heard any complaints about it, except, in fairness, last year 
there were some problems concerning lead and zine which have co 
since been overcome. 

The barter program is now looked upon by the lead and zine peo- 
ple as being helpful. I have not heard of such. 

The Cuarrman. You said something about lifting the restrictions. 
Do you realize those restrictions were imposed by Executive order? 

Mr. Cuameers. That is right. 

The Cuarman. Mr. Teague. 

Mr. Tracuse of California. I understand that this company has been 
in business for a great many years and successfully so, I hope. 

Mr. Cuampers. Yes. 

Mr. Tracve of California. I, also, understood you to say that in 
your opinion less than 1 percent of the business is involved in barter 
transactions under Public Law 480. Is that correct? 

Mr. Cuampers. I do not know all of the ramifications of the busi- 
ness. I work with the ores and minerals department. 
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Mr. Txacue of California. That is your estimate. I am just a little 
curious to know what you would say to this, if this company has been 
in business successfully for all of these years, without any barter 

rogram under Public Law 480, and it now participates in a total 
badness of 1 percent, that is, of its total business in the barter pro- 
m, why then does the company become so interested in expanding 
the barter program, unless it is possible that very large profits are 
possible, or are in the making for such barter transactions? 

Mr. Cuampers. Mr. Teague, Golodetz has, as I understand it—and 
I do not know all of the ramifications of the Golodetz Co.—some 21 
different departments. 

As far as the ores and minerals department is concerned, with which 
I am directly connected, since 1940 it has been selling ores and min- 
erals to the strategic stockpile for dollars. 

I know that the first contract that was ever made for manganese 
ore was worked out by Golodetz. 

Mr. Tracur of California. That was not a barter transaction. 

Mr. Cuampbers. No. Barter actually got going in 1954. 

So over the years Golodetz has had, as a part of their total busi- 
ness—we fight for the resources of our company just like Government 
departments fight for their share of the appropriated dollars—the 
ores and minerals department has, as a part of its business, Govern- 
ment business. 

Starting in 1953 most of the dollar acquisitions for the stockpile 
programing were stopped. There was a period of time when the 
ores and minerals department’s business with the Government, was 
dead. I mean, they had no sales to the Government, which had been 
one of theit customers. 

When Public Law 480 was enacted we had nothing to do with the 
enactment of that law. Even though I was working for them, to my 
regret, I did not know that this language was coming in. But once 
it was enacted it was a chance again to sell to the Government. And 
just like in any commercial business company this department of 
Golodetz tries to do some business through barter. 

We would like to keep the barter program going in a way which 
makes it possible to work transactions. 

I can in all sincerity turn my hat around and talk out of my lon 
experience in the Federal Government. I was on the planning boa 
of the National Security, when I was with Civil Defense. I have 
never seen a better program, in my opinion, for our Government than 
this barter program. 

But so help me, I have been completely confused—and these people 
are friends of mine—as to why some of the changes were made. 

Mr. Tracve of California. That is all. 

Mr. Cuampers. So far as profits are concerned I might add I have 
offered to make our records available. I think you will find that the 
profits will surprise you. 

Mr. Quire. If you do not get any profits from the Government 
how do you derive this discount of between 8 and 12 percent, as you 
put it—does CCC not have to pay you 12 percent more for the min- 
erals than the actual market prices? 

Mr. Campers. The contrary is true, 
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It so happens that at the time when the restrictions on the pro- 
gram became so acute as to cause the higher discounts to be asked 
by the grain people—I do not like to use the word “discounts,” ac. 
tually, they are sales commissions, that is what they are—they can 
take the sales commissions and then discount their prices abroad 
out of them. 

So far as we are concerned we are paying them a commission to 
sell the grain for us. At the very time those restrictions were the 
highest was the period of time when GSA’s pricing patterns began 
to get tighter and tighter. 

Mr. Quire. How do you get the discount? 

Mr. Cuampers. You mean how do you work the deal ? 

Mr. Quiz. How do you get the 8 to 12 percent ? 

Mr. Cuampers. We do not gain it. We sell to the Government, 
We want to continue to sell. I will be perfectly frank about that. 

Again, the essence of international trade is having suppliers abroad 
from whom you can buy, and people to whom you can sell. 

India has been in the doldrums. I wish somebody would ask me 
a question about the Indian manganese deal. India 1s hurting terri- 
bly. That is, in their manganese industry, for 2 or 3 years. They 
have not only been affected by our recession, but in many areas they 
have a distressed industry. 

Golodetz is one of the few people who are buying from them. 

The way we got our money to make this deal work was because of 
the fact that we were able to take steel from Sweden to India and sell 
it at a profit sufficiently large to pay for the expenses involved and 
still fai a slight profit to ourselves. 

Mr. Quiz. I understand that. The middleman buys for less than 
he sells for, and makes a profit. 

Mr. Cuampers. We hope to. 

Mr. Quire. How do you get the 8 to 12 percent discount? 

Mr. Cuampers. We do not get it. We pay it. We do not get it, 
My heavens, we pay that to the grain company. 

Mr. Qute. And you lose it? 

Mr. Cuampers. No, sir; we take it out of the other increments of 
the transaction. Nobody pays us this. This is what we have to pay 
the commodity people to move the commodity. 

Mr. Quire. t understood the cotton people came in here the other 
day and claimed that they were doing that and that it went up to 20 
percent. 

Mr. Cuampers. They went as high as 20 percent ? 

Mr. Quite. They complained about that. I would like to know who 
gets the money. 

The Cuarrman. I asked the GSA if they could give us the informa- 
tion. They said that they could not. 

Mr. Cuampsers. I can tell you in part. 

The Cuamman. Mr. Chambers is actually involved in the transac- 
tions. 

Mr. Cuampers. I can tell you who is getting part of it, Mr. Quie 

It is the only way we are selling the commodities. Let us take this 
barley situation, since Agriculture brought it up. We have to pay 
10 percent duty on our barley going into the United Kingdom, as | 
compared to that which comes from Empire nations duty free. While | 
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that was not our deal, I can tell you what must have happened. The 
ain company that wanted to sell in there got his commission and 
passed it on to the buyer in the United Kingdom. ich} 

If he were on a competitive basis with Canada, which is the main 
importer into the United Kingdom, he would make his normal profit 
if he did not have this 10 percent Empire preference to worry about. 

Now he asked for and received enough from the materials man, a 
sales commission sufficiently high to pea him to pass on a sufficient 
amount to sell his goods in the United Kingdom. 

The man who is making the money, really, if there is money to be 
made, is the importer in the foreign country who is buying the mate- 
rial, because of the greater discount he can get. _ EAT 

If you want to know where the money is coming from, it is coming 
strictly out of the hide of the foreign traders, and when I say “for- 
eign traders”, I mean we who trade in foreign commerce. We have 
got tomake that money to be able to pay him. 

Mr. Quire. I think that the taxpayers pay it myself. 

You said that prior to 1957 you only needed one-half to 114 percent. 

Mr. Cuampers. About one-half to 114 percent. 

Mr. Quiz. But now because it is so difficult to meet your require- 
ments, or, rather the requirements of the Department, you need the 
additional discount in order to protect yourself. That is the way I 
understood it. 

Mr. Cuampers. Not to protect ourselves, sir. But the commodity 
company. 

r. Quire. Or you lose money otherwise. You have to provide for 
the additional contract. 

Mr. Cuampers. No, sir; Mr. Quie. First of all, the U.S. Govern- 
ment is just accepting these offers. When I say accepting, I mean 
they will consider them when they come in. They do not originate. 
As a matter of fact the indications are that they do not want to do 
very much in the way of barter. Otherwise we would not be up here 
complaining to you. Let me see if I can make this in my own fashion 
more clear. 

When we buy abroad, obviously we are going to buy our material 
at the lowest price possible, and we hope to sell it at a profit. This is, 
as I recall, the essence of every bit of business I have ever heard of. 
That is No. 1. 

Second, when we sell to the Government, unlike selling to industry 
the Government is fixing a price. We never have a chance to nego- 
tiate with the people who set that price. That is the GSA. “We 
negotiate with the Department of Agriculture which stays right 
on the limits established by the GSA. And they are driving good 

argains. 

Right here in this staff document it shows that they buy much 
cheaper than the world market price. 

en we get this contract, if we were just going over to India and 
buy the material and bring it over here to the Commodity Credit 
Corporation, we would lose and never come in again. 

When we work a barter type arrangement it almost always in- 
volves some type of commercial transactions in foreign trade. There 
is nothing nefarious or underhanded or crooked about it. We are in 
the business of trading between nations. We will try to work out 
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other deals which will ultimately get us the materials that we have 
to deliver to the Commodity Credit Corporation. 

And on the whole combined transaction we hope to come out with a 

rofit. 

F The Cuarrman. With regard to barter transactions what actually 
happened is that Congress directed the Government to sell these com- 
modities for materials. 

Mr. Cuampers. Yes, sir. 

The Cuarrman. Is that not correct? 

Mr. Cuampers. That is correct. 

The Cuamman. And it is supposed to be a dollar for dollar value? 

Mr. Cuamerrs. Yes, sir. 

Mr. Prente. I want to inquire along that line as to the origin of the 
commodity that we gain in this. 

Mr. Cuameers. The origin of the commodity—you are talking 
about the agricultural commodity ? 

Mr. Pirnie. Yes. 

Mr. Cuampers. Those come 100 percent from Commodity Credit 
Corporation stocks. 

Mr. Pienie. They come 100 percent from those stocks? 

Mr. Cuampers. Yes, sir. 

Mr. Prenie. Thank you. 

Mr. Jones of Missouri. Let us get down to maybe a more simplified 
operation. Ofcourse, what we have been talking about here this morn- 
ing has gotten to become more complicated than we formerly con- 
sidered a barter. In the old days when we bartered we traded metal 
for some other material. 


Now is has to go through the various channels of trade. And your | 


company buys and sells materials. Then you call on the Commodity 
man to arrange that for your company. 

We are faced with this right now. In wheat, for instance, we have 
an overabundance of wheat on which we are paying tremendous stor- 
age charges and which presumably will go out of condition within 
a foreseeable future. 

Many of these countries have strategic materials we want and need, 
and which are not perishable. We may not need them for 10 years, 
But to me I have always visualized that it would be better to store 
a material that would not deteriorate than to have that money tied up 
in our Commodity Credit Corporation commodities. 

So, therefore, do I have a correct understanding that some coun- 
tries that produce the materials—all of them—have to have wheat 
from somewhere, if they are not a producer, and many of them do not 
produce their own requirements ? 

Mr. Cuampers. I would assume that to be true. That is, if a 
country uses wheat. Some nations do not. 

Mr. Jones of Missouri. It might be wheat or it might be rice. 

Mr. Cuampers. Yes, some staple. 





Mr. Jones of Missouri. That we have and that they do not have, | 


Mr. Cuampers. Yes. 

Mr. Jonrs of Missouri. Those people tell us that they have a com- 
modity, and they are faced with this problem—they say, we have 
manganese here. We have got tosell that. If we sell it to the United 
States we will get dollars, and we can use those dollars to buy the 
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wheat. If we sell to Russia we will have to buy whatever they have. 

What I had hoped for through this entire barter program is re- 
sources of a perishable commodity being exchanged for nondeteri- 
orating commodities that we will be using in some foreseeable future. 
And, also, I think it has been well established that the cost of storage 
of metals, the alloys and things like that, is less than it costs to store 
wheat or rice or other commodities that we are storing. 

What I have always envisioned was some way that we could actu- 
ally carry on with the details of exchanges for these other 
commodities. 

I understand that it may be correct that we have to have these 
multilateral and bilateral deals in order to complete this. 

One of the things that has been burdensome to us is the fact that the 
Government has not looked with favor upon some of the deals where 
we tried to move some commodities. Can you see any great objection 
to those deals? What is the main objection that they told you about? 

Mr. Cuameers. I think that the main objection has n made 
abundantly clear before this committee. The State Department has 
received complaints from nations with whom we have been competing 
successfully through the barter program, where we could not do it for 
cash. So they have complained to the State Department. And that 
has been translated into a virtual embargo of barter into those nations. 

Mr. Jones of Missouri. That has been my observation, too. The 
State Department, trying not to make anybody mad, have prevented 
us from carrying on business. 

Mr. Cuampers. I think the State Department has been definitely 
protecting the exports of any nation that complained to them, at the 
expense of our own people. 

r. Jones of Missouri. They have been objecting to doing the thing 
through the barter arrangement that we do through the normal chan- 
nels of trade where it has been sold for dollars. When it is barter, 
they do object. 

Mr. Cuampers. We are not able to compete very successfully for 
dollar sales, as the record shows. 

With some of these nations we have sold quite a bit of material 
through the barter arrangement. For instance, into the United 
Kingdom, when they put the restrictions on, that stopped. 

We have a “Buy American” law, too, similar to their Empire Act. 
We cannot complete too well on a strict dollar basis. Because there 
are two legs or more legs to the deal we can compete through barter 
where we cannot do it otherwise. 

Mr. Jones of Missouri. The exchange of perishable commodities 
for nondeteriorating commodities, that is the sole requirement ? 

Mr. Cuampers. I think it is the very best program. 

The Cuarmman. Thank you very much. 

We will adjourn until 10 o’clock Monday morning. 

(Whereupon, 12:50 o’clock p.m., the committee adjourned, to re- 
convene Monday, July 27, 1959, at 10 a.m.) 
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MONDAY, JULY 27, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met at 10 a.m., Hon. Harold D. Cooley (chairman) 
residing. 

The CHATIIAN, The committee will please be in order. 

We are delighted to have you with us this morning, Mr. Marshall. 

We will be very glad to hear from you. 


STATEMENT OF HON. FRED MARSHALL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


Mr. Marsuauu. Mr. Chairman, I want to say it is a pleasure to 
appear before this committee. I have a statement that I would like 
to place in the record, and if it is agreeable to the chairman I would 
like to highlight some of the remarks that I have made. There will 
be other witnesses appearing this morning who will be appearing on 
exactly the same subject that I am appearing upon, and I am sure that 
they will be able to give this committee some very complete technical 
information which will be of more value to the committee than some 
of the remarks that I might make. So, if it is agreeable to the chair- 
man of the committee, I would like to highlight my statement. 

The Cuamman. You may file your statement for the record and 
proceed as you desire. 

Mr. Marswaty. Thank you. 

(The statement referred to follows :) 


STATEMENT OF HON, FRED MARSHALL, MINNESOTA, IN SUPPORT OF AMENDMENTS TO 
Pustic Law 480 Emroprep IN H.R. 7146, BeErorE THE House COMMITTEE ON 
AGRICULTURE, JULY 27, 1959 


Mr. Chairman and gentlemen of the committee, it is a pleasure and a privilege 
to appear before you today and to make this brief statement urging that you 
amend Public Law 480 in the manner specified in H.R. 7146, which was intro- 
duced by me on May 14, 1959. 

Let me say at the beginning that I think this committee has done a remark- 
ably fine job in endeavoring to work out programs for the disposition of surplus 
agricultural commodities. Also, it is entirely appropriate for this committee 
to check closely from time to time on the manner in which the powers and 
authorities contained in legislation approved by this committee are used by the 
executive branch. 

While I am not a member of your committee, being a Representative of one of 
the largest dairy districts in Minnesota, naturally I follow the work you do as 
well as my time permits. 

I am sure you want to know, and to ascertain the facts, as to whether legisla- 
tion endorsed by your committee, and in many instances written right in your 


627 











628 EXTENSION OF PUBLIC LAW 480 


committee, is carried out by the executive branch in the manner in which yoy 
intended. 

I introduced H.R. 7146 for the very simple reasons that I think (1) the map. 
ner in which the Public Law 480 program has been administered in respect to 
encouragement of exports of nonfat dry milk, particularly, are contrary to a 
basic principle of Public Law 480; (2) the aggressive promotion of the production 
and marketing of filled milk products, made from coconut oil mixed with subsi- 
dized nonfat dry milk from the United States, is wrecking normal commercia] 
export markets for natural U.S. dairy products abroad; (3) official reports indi. 
eate that a vigorous drive is in the making to expand filled milk production 
throughout many of the nondairy producing nations of the world, which wil) 
inevitably redound to the disadvantage of ourselves and of friendly nations who 
depend upon dairy product exports for a large portion of their foreign trade; 
and (4) the aggressive production and marketing of filled dairy products abroad 
by our dairy industry coupled with the encouragement given such operations by 
our own Government through payment of subsidies under Public Law 480 and 
other U.S. law, will, over a period of time, result in efforts being made in the 
United States to produce imitation fluid milk and fluid milk products. 

The bill which I introduced, H.R. 7146, would accomplish the following: 

1. Prohibit sale or disposal, either under Public Law 480 or with the assistance 
of the Secretary of Agriculture under any other act, of dairy products for use 
outside the United States for manufacturing filled milk products. 

2. Specify that the Secretary may pay subsidies on dairy products other than 
those purchased under price support. It is to be realized that the limitation of 
price-support purchases to butter, American cheese, and nonfat dry milk, is 
purely an administrative decision. While I do not quarrel to any great degree 
with the limitation of price-support purchases to such commodities, I do think 
that export encouragement should be granted all export dairy commodities when 
needed. This thought arises from the fact that our major commercial export 
markets for dairy products concentrate very heavily in evaporated milk and dry 
whole milk. 

Inasmuch as milk used for manufacturing can be used or shifted from one tse 
to another, it seems to me to follow that encouragement of exports of manufac- 
tured dairy products other than those purchased under price support would be 
helpful in reducing our basic surplus and be of benefit to producers. 

Also, it seems to me utterly silly to subsidize exports of one dairy commodity 
at the expense of normal commercial export marketings of other dairy commodi- 
ties. 

3. Publications of the U.S. Department of Agriculture which I have seen show 
clearly that subsidization of nonfat dry milk under Public Law 480 and currently 
under other provisions of law, has wrecked the export market of the United 
States for evaporated milk in the Philippines. 

Furthermore, it appears that plans are in progress to expand filled milk 
production and marketing to many other areas, particularly the southeastern 
Asian area. If this is done, any potential development of export markets for 
natural dairy products in these areas will have been destroyed. 

4. My bill provides that the Secretary of Agriculture may establish differential 
rates of exports so that he can furnish butterfat at low prices to be used in 
foreign countries which cannot afford to pay the world prices for butter and 
butterfat. It is my opinion that this provision will enable us to encourage the 
development of natural dairy products in these markets and, hence, hold out 
some hope of developing future natural dairy products markets. 

5. The bill makes more specific that the powers and authorities of Public 
Law 480 or of any other act shall not be used in a manner so as to disrupt or 
displace any usual marketings of, or any normal patterns of commercial trade 
in, any dairy product produced in the United States. 

In closing, I would like to state that I am not unmindful of the fact that 


there are those in the dairy industry who might oppose amending Public Law 480 | 


as provided in H.R. 7146 because of possible loss of some export outlets for. | 


nonfat dry milk. 

I want you gentlemen to know that I am fully cognizant of such arguments 
and I do not think they are compelling. 

You may not know it, but the district which I represent is one of the heaviest 
dairy producing districts in Minnesota and in the United States. In the town 
of Browerville, Minn., there is located one of the largest and most modern nonfat 


dry milk manufacturing plants in the world. I am sure that the farmers in my , 
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area do not want any action undertaken to promote the production of filled 
milk products abroad nor do they want action taken abroad which may in 
time lead to serious competition with filled milk products in this country, 

I urge that you amend Public Law 480 in the manner suggested in H.R. 7146. 

Mr. Marsuaty. Mr. Chairman, I introduced bill H.R. 7146. 

This bill has to do with the filled milk program and it would seem 
to me perfectly proper for this committee to include the provisions of 
that bill in the bill that you are now considering. i na 

I think this is a very serious problem as it affects the dairy industry. 
It seems to me one of the things we must do is protect our milk in- 
dustry. Now, to me, when we talk about the dairy industry, we talk 
about all phases of the dairy market, and because of the sale of this 
nonfat dry milk into some areas, particularly the E De REA PNG: we 
have assisted in destroying the market for whole natural dairy prod- 
ucts. ‘That has been mentioned by a number of prope from the De- 
partment itself. They have pointed out the fact that we have dropped 
in that regard. ' : . : 

My bill is a very simple one. The bill proposes in section 306(a) : 

No dairy commodity produced in the United States shall be sold or disposed 
of pursuant to this act, or with the assistance of the Secretary of Agriculture 
under any other act, for use outside the United States for the manufacturing, 
blending, or compounding of filled milk or filled cheese. 

It is also providing for an export subsidy in order that we might 
meet the competition of the foreign countries moving in and taking 
our natural milk market away from us. 

Now, it also provides in section (c) that we can provide means for 
competing with these exports; in other words, it will allow the Sec- 
retary to subsidize the movement of this milk so it will meet the 
competition. 

This seems to me to be a very serious matter. I think a very strict 
interpretation of the law you people have passed would mean it was 
never the intent of the law that we use our Government’s funds, the 
taxpayers’ money, to subsidize the movement of a commodity like 
nonfat dried milk to displace the milk that we send as evaporated milk. 
In other words, where the Department through the Commodity Credit 
Corporation has moved this milk, this dried milk into the Philippines, 
the Philippines then put in the coconut oil. That is where it gets 
its name filled milk. That means that they substitute the natural 
and animal fats with the coconut oil, and that has been used to hurt 
our market for evaporated milk. 

At one time we sent approximately 60 percent of our evaporated milk 
to the Philippines. At one time the Philippine Islands, as a market 
for American dairy products, was almost a monopoly as far as the 
United States was concerned. Now, we stepped in and we subsidized 
that by sending nonfat dried milk to the Philippine Islands. They 
use that nonfat dried milk to blend with their coconut oil and it means 
that we have that much less market for our natural milk products. 
It means that we have a backing up of the fats in this country. 

.,-, Want to make this point clear, as far as I am personally concerned 
if the commercial dairy corporations do that with a subsidy from the 
taxpayers of this country that is one thing, but when we sell nonfat dry 
milk at a price in the Philippine Islands less than we could sell it for 
animal feed in this country, to permit the Philippine Isles to use that 
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nonfat dry milk which is subsidized by the taxpayers of this Tene 





to undercut dairy markets, I think that is going too far and I think | a 
that it isa rather extreme and ridiculous situation. a 
Now, Mr. Chairman, that is the gist of what I am intendingtodo 
with the bill that I have presented to this committee. a 
I want to say that I appreciate this opportunity of appearing be- 
fore the committee this morning. 
The Cuarrman. We thank you very much, Mr. Marshall, for your 
x. * erpevin pe 
ow does this milk compare in quality with ordinary milk? a 


Mr. MarsHau. That, of course, is a question it would be rather diffi- pe 
cult for me to answer because knowing the makeup of that milk to me be 
it would be far below the quality of ordinary milk. I am a firm be- in 
liever that milk, one of our best products, is a natural product that 7 
comes from the cow. It is a balanced product. I have often heard Pr 
of our whole milk being talked of as one of the most perfectly bal- ex 
anced foods we have. When it is blended with a lot of things then it m: 
is something different. I do know that the Pure Food and Drug peo- 


ple a number of years ago made it possible for milk to be camouflaged th 

and sold artifically in interstate commerce in this country. Iassume ex 

that the Pure Food and Drug people made a very good investigation 5 
0 


of that before they came out with that regulation. 
The Cuatrman. Thank you very much, Mr. Marshall. th 
Our next witness will be Mr. Otie Reed. 


th 

STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, . 
NATIONAL CREAMERIES ASSOCIATION ru) 

Pu 

Mr. Reep. Recognizing that you people have been engaged in 
we 


lengthy hearings on Public Law 480 and that there is a large panel of | 
witnesses to follow me, and more in the days to come, I have a full | eg 


statement here which I would like to file for the record. It is en- the 
titled “Statement of Otie M. Reed, Washington Representative, Na- the 
tional Creameries Association, Before the House Committee on Agri- ™ 
culture, July 27, 1959, in Respect to Proposed Amendments to Public of 
Law 480.” me 


The Cuarmman. Without objection you may file your statement for Wh 
the record. 


is | 

(The statement referred to follows :) of. 
ing 

STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, NATIONAL 1 
CREAMERIES ASSOCIATION un 

Ho 


Gentlemen of the committee, my name is Otie M. Reed. I am Washington mo 
representative of National Creameries Association. My office is located at 1107 Lav 
19th Street, N.W., Washington, D.C.; our headquarters office is located at 817 I 
New York Building, St. Paul, Minn. of ; 

National Creameries Association is a nonprofit organization. Its membership | of 
is comprised of local, independent dairy piants located in Wisconsin, Minnesota, 


a 
North Dakota, South Dakota, Nebraska, Iowa, and Kansas. Our member plants M 
are, for the most part, locally owned, independent cooperative associations of fat 
producers with a few locally owned, independent, private business partnerships Cc 


or corporations. We have no regional cooperative selling associations or line or pou 
regional cooperative or corporate firms in our membership. 

Our member plants manufacture butter, nonfat dry milk, some cheese, and thr. 
about 30 of them, in addition to butter and nonfat dry milk, have grade A milk of 1 
plant facilities from which they ship grade A milk to city fluid milk markets sen’ 
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We appreciate the opportunity of appearing before you this morning to dis- 
euss certain aspects of Public Law 480. Also, if the committee will indulge me, 
I wish to follow the discussion of Public Law 480 operations with a brief descrip-- 
tion of a proposal which has been made by the National Creameries Associa- 
tion in respect to the expansion of commercial marketings of nonfat dry milk 
within the United States. 


I, STATEMENT REGARDING PUBLIC LAW 480 


1, National Creameries Association supports the general principles and pur- 
poses of Public Law 480.—National Creameries Association, while not familiar 
with all the operational details of the working of Public Law 480, is of the 
opinion that this legislation has been of value to the U.S. dairy farmer in dis- 
posing of surplus commodities and it is to be expected that some long-range 
benefits will accrue if export operations authorized by Public Law 480 are handled 
in such fashion to result in a permanent expansion of export markets for dairy 
commodities. 

We do not presume to recommend to the Congress the length of time which 
Public Law 480 should be extended, although it should be recognized that an 
extension of at least 1 year is the shortest practical extension that should be 
made. 

2. Problems that have arisen in the administration of Public Law 480.—As 
we understand the matter, the basic principle of Public Law 480 is to provide 
the means whereby commercial export markets for dairy products and other 
export commodities can be developed and maintained. 

It is our understanding that the powers and authorities granted the Secretary 
of Agriculture by Public Law 480 are to be exercised in such fashion as to 
safeguard usual marketings of the United States and to assure that sales under 
this act will not unduly disrupt world prices of agricultural commodities. 

As we understand this provision, it means that the Congress did not want 
the Secretary of Agriculture to use the powers of the act in such fashion as 
to disturb or disrupt established commercial export markets for commodities 
produced in the United States, nor did the Congress wish the Secretary to dis- 
rupt world prices of agricultural commodities through assistance granted under 
Public Law 480. 

It seems to us that a provision of this nature is just plain commonsense and 
we heartily approve of it. 

In respect to some of the operations conducted by the Department of Agri- 
culture under title I, Public Law, however, we regret to inform the Congress 
that, in our considered opinion, the Department of Agriculture has disregarded 
the provision of the law described above. The reasons for our opinion in this 
matter are set forth in the following section. 

3. Disruption of regular U.S. commercial exporting marketings through use 
of authority granted in Public Law 480.—It is our opinion that the U.S. Depart- 
ment of Agriculture, through its action in subsidizing nonfat dry milk solids 
which are shipped abroad and used in producing commodities that are highly 
competitive with regular U.S. commercial exports of natural dairy products, 
is disregarding the provision of Public Law 480 which requires the Secretary 
of Agriculture to take reasonable precaution not to disrupt commercial market- 
ings of the United States. 

We wish to emphasize that a large portion of the nonfat dry milk exported 
under subsidy is not used in such fashion as to merit the criticism voiced above. 
However, subsidized exports to the Philippines and, to a lesser degree, Mexico, 
— definitely, is our opinion, violate one of the basic principles of Public 

w 480. 

Figures furnished me by the Commodity Credit Corporation showing sales 
of nonfat dry milk under title I, title IT, and sales for dollars under authority 
of CCC charter and other laws, are set forth in tables 1, 2, and 3 in the 
appendix, 

In 1958, commercial exports under title I were 56.8 million pounds of non- 
fat dry milk, of which 10.5 million pounds went to the Philippines. 

CCC sales of dairy products under barter agreements were 10.3 million 
pounds in 1958, of which 1.6 million pounds went to the Philippines. 

In 1958, CCC sold under its charter powers and other provisions of law, 
through commercial channels, 35.3 million pounds of nonfat dry milk solids, 
of which 18.8 million pounds were sent to Mexico and 6.9 million pounds were- 
sent to the Philippines. 
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Total export sales of nonfat dry milk in 1958, per the above, were 1025 mil- 
lion pounds of which 37.8 million pounds were shipped to the Philippines and 
Mexico. 

In order to give you a well-rounded story as to our reasons for objecting to 
the operations respecting the Philippines and Mexico, it is necessary to give 
you certain background information. 

In regard to shipments to Mexico, it is to be remembered that, according 
to our understanding of the matter, the Mexican Government embargos the 
importation of all dairy products except nonfat dry milk. We understand 
that this embargo is in effect because the government of Mexico is desirous of 
protecting and promoting its own local dairy industry. 

The nonfat dry milk shipped to Mexico is mixed with coconut oil of Mexican 
origin, reconstituted to a fluid, and sold as filled fluid milk. Such milk, so we 
are advised, is sold through stores that are either owned or controlled by the 
Mexican Government to, presumably, persons on low incomes. 

It is to be seen that this Mexican operation does not, in our opinion, violate 
Public Law 480 for the reason that we have no export market of any significance 
in that country except nonfat dry milk, due to the embargo placed upon imports 
by the Mexican Government. 

The situation in respect to shipments of nonfat dry milk under export sub- 
sidy to the Philippines, however, is, in our opinion, not only violative of Pub 
lic Law 480, but also sets in motion forces which seem to us to be destructive 
of international trade in dairy products rather than its enhancement. 

Starting in 1957, two United States dairy firms opened plants in the Philip- 
pines which, as we understand it, are subsidiaries of parent United States 
companies. 

Both of these plants in the Philippines started manufacturing a commodity 
called evaporated filled milk. It is manufactured in the Philippines by com- 
bining water and coconut oil with nonfat dry milk exported from the United 
States, then evaporated, canned, and sold through retail outlets in a fashion 
similar to the manner in which evaporated milk is sold. 

The Philippines has long represented one of the major export market for 
evaporated milk. The Foreign Agricultural Service, U.S. Department of Agri- 
culture, estimates that world exports of evaporated whole milk in 1957 total 
441 million pounds. (Foreign Agriculture Circular, U.S. Department of Agri- 
culture, Foreign Agricultural Service, FD 16-58, published Dec. 31, 1958.) 

The circular named above states: 

“Exports from the United States in 1957 continues to be highly concentrated, 
about 75 percent of total shipments going to the Philippines and 20 percent to 
Western Hemisphere markets, mainly Mexico and Cuba. 

“The Philippines continued to be the principal market for evaporated milk 
in 1957, taking about 60 percent of total world exports. Africa, Western En- 
rope, and South America were also important outlets.” 

Since the start of production and marketing of evaporated filled milk in the 
Philippines in 1957, the exports of United States evaporated milk to the Philip 
pines have shown a very significant decline. 

Foreign Agriculture Circular FD 9-59, published by the Foreign Agricultural 
Service, U.S. Department of Agriculture, under date of June 26, 1959, carries 
the official story as to the manner in which filled milk production is reducing 
the Philippine market for United States evaporated milk. This publication 
states that: 

“The combined capacity of the plants producing filled milk is, or soon will 
be, great enough to supply the total needs of the Philippine market for un- 
sweetened canned milk and a substantial proportion of the needs for sweetened 
canned milk. Whether this will occur depends upon the consumer desire for 
established brands of canned milk, and the recognized superiority of evaporated 
milk in infant feeding. These 2 factors may result in an indefinite continuance 
of an import demand at a sharply reduced level. 

“Total imports of evaporated milk into the Philippine market rose steadily 
in recent years until 1957, when they fell about 10 percent below 1956. In 1958, 
there was a sharp decline in imports, and a further substantial drop is likely 
for 1959. After 1960, imports of evaporated milk may be no more than 10 
to 15 percent of the annual average for 1953-57 (approximately 135 million 
pounds). While United States brands may constitute nearly all of this total, 
their volume will nevertheless mean a drastic shrinkage in total United States 
exports of evaporated milk.” 
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However, this is not the end of the story. The circular quoted immediately 
above indicates that filled milk production probably will expand materially in 
southeastern Asian areas in the near future. The circular states that Philip- 
pine filled milk interests are intending to export this commodity to other 
areas in the very near future. Thus: 

“Indications point to development in the near future of a Philippine export 
interest in canned, unsweetened, and sweetened filled milk, after the domestic 
market has been fully supplied. The development of this new industry has 
had vigorous support from the Philippine Government in its drive to expand 
domestic industrial output, reduce needs for foreign exchange for imports and 
where possible, increase earnings of foreign exchange through increased exports. 

“There are potential export markets in nearby Asian countries which tradi- 
tionally have been large buyers of sweetened and unsweetened canned milk. 
Total exports of canned milk, chiefly sweetened condensed milk, to countries 
within easy shipping distance of Manila were approximately 375 million pounds 
in 1957. There are various restrictions on either or both the import and sale 
of canned vegetable-fat filled milk in many of these countries; however, the 
widespread availability of indigenous vegetable fat in this area makes it un- 
certain how long it will be before there is a substantial weakening of these 
restrictions.” 

Perhaps the most striking indication of the manner in which nonfat dry milk 
with subsidy aid from the U.S. Government is being used in the Philippines to 
wreck a normal commercial market of the United States for a natural dairy 
commodity is shown in table 2 of the circular quoted immediately above, in- 
cluded in the appendix as table 4. 

The figures in table 4 show the startling fact that in the Philippines in 1956 
regular evaporated milk comprised 100 percent of the total disappearance, i.e., 
consumption, of canned milk in the Philippines. In 1957 evaporated milk com- 
prised 93 percent of total disappearance, in 1958 only 57 percent of total dis- 
appearance, and in 1959 it dropped to an estimated 32 percent of the total dis- 

osition. 

' On the other hand, starting in 1957 evaporated filled milk accounted for 7 
percent, 43 percent, and 68 percent of total canned milk disappearance in 1957, 
1958, and 1959, respectively. 

It seems to us that only one conclusion is possible in connection with this 
matter and that is that the encouragement of filled evaporated milk production 
by the U.S. Government through its subsidization of nonfat dry milk has been 
of most material assistance in the development of filled milk production in the 
Philippines which, in turn, has led to a drastic disruption, one might very well 
say destruction, of a regular commercial export market for U.S. dairy products. 

We think it is impossible to conclude other than that the U.S. Department 
of Agriculture has, in this particular instance, most seriously violated Public 
Law 480 and the intent of the Congress in passing such law. 

Please bear in mind, gentlemen, that these figures I have quoted to you ‘are 
taken from an official report, s6 that the U.S. Department of Agriculture’s own 
review of the matter bears out very Gearly our contention that USDA is violat- 
ing Public Law 480 in this operation. 

Worse yet, it seems to us entirely logical to believe that the development of 
an imitation commodity in tropical and subtropical areas will have most serious 
deleterious effects wpon the future development of dairy markets in areas which 
now do not have an established dairy enterprise. 

Such development will be not only to the disadvantage of U.S. dairy farmers, 
but will result in very serious harm indeed to major exporting countries such 
as the Netherlands, Denmark, and New Zealand. 

4. Potential export dairy markets—One factor of importance in this entire 
problem of expanding export for dairy products through instrumentalities such 
as Publi¢ Law 480 and others, is, where are the potential markets? 

It is, of course, rather axiomatic that the largest consumers of dairy products 
are either those which have a dairy industry of some magnitude in relation 
to their total population, or have traditionally been heavy consumers of dairy 
products which they import from other areas. 

Indications are that the major importing countries are situated largely in 
Western PDurope. In 1957 Western Burope imported 88.6 percent of all butter 
moving in international trade; 76.5 percent of all cheese; 25.0 percent of dry 
whole milk ; 46.2 percent of nonfat dry milk; 14.0 percent of evaporated milk; 
and 5.8 percent of condensed milk. 


44273—59——41 
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Of the countries in this area, the United Kingdom, in general, represents by 
far the largest import market. i 

Basically, the major potential markets for the export volume of dairy-pro- 
ducing countries outside of Western Europe are South America, Asia, and 
Africa. Vast concentrations of people live in these areas, and their dairy indus- 
try is either extremely limited or, to all practical purposes, nonexistent. 

The major export market for evaporated milk and condensed milk in 1958 was 
Asia, which took 51.2 percent and 69.4 percent of total world trade in these 
commodities, respectively. In Asia, the Philippines is by far the largest Single 
market. 

It would therefore seem reasonable to believe that the only areas in the world 
which constitute a large potential market for dairy products are those where the 
local dairy industry is relatively small or nonexistent and which have large 
populations. 

In these areas relatively important markets have been developed for some 
dairy products. 

For example, the most important single market for dry whole milk is Vene 
zuela; for nonfat dry milk, India; for evaporated milk until the advent of filled 
milk, the Philippines; and for condensed milk Malaya and Singapore comprise 
by far the largest market. 

Since South America, Asia, and Africa are the major remaining areas in which 
we may expect it to be possible to develop a strong export trade in dairy com- 
modities on the part of the major exporting nations, it would seem to us to be 
the height of folly to promote the development of cheap imitation commodities 
which use only a portion of natural milk. 

Thus, if we and other dairy exporting countries follow the pattern set in the 
Philippines in other tropical and subtropical areas where coconut oil is in rela- 
tively heavy supply, it would seem to us that two results would obtain. These 
are (a) current markets for natural dairy products which utilize all of the milk 
produced by the cow, namely, evaporated milk, dry whole milk, and condensed 
milk, will be destroyed, as is clearly indicated by the trend of events in the 
Philippines; and (b) any further expansion of export markets for natural milk 
products will be eliminated. 

We do not believe that the Congress intended that this should happen through 
operations under Public Law 480. 

We are not the only persons who are disturbed about the general situation in 
respect to Philippine filled milk. In recent days I have reviewed articles pub- 
lished in dairy journals of major exporting dairy countries concerning the filled 
milk operations, and all of them exhibit a great deal of concern. 

5. Recommended corrective legislation, H.R. 7146.—It is to be recognized that 
two types of corrective action could be taken to stop the practices of which we 
complain, these being: (a) administrative action, or (b) failing administrative 
action, legislative action should be taken. 

Inasmuch as it is our view that the U.S. Department of Agriculture is violat- 
ing the general principle of Public Law 480 through subsidizing nonfat dry milk 
to be used in the manufacture of filled dairy products abroad, the most simple 
corrective procedure would be for the Department of Agriculture to admit its 
error and cease violating the law. However, we do not expect the Department 
to take any such action inasmuch as in conversations with officials of the De 
partment of Agriculture, we have encountered a most marked unwillingness to 
admit error in this matter, even though the Department’s own figures show very 
clearly that a serious error has been made. 

Inasmuch as the Department of Agriculture will not correct the situation by 
the very simple administrative expedient of ceasing to pay subsidies on nonfat 
dry milk exported for the manufacture of filled milk, we have no other recourse 
than the Congress. 

Hon. Fred Marshall, of Minnesota, has introduced a bill into the Congress, 
H.R. 7146, to correct this situation which we will describe as follows: 

Section 306(a). Prohibits the sale or disposition of any dairy commodity un- 


der the act or with the assistance of the Secretary of Agriculture under any | 


other act. for use outside the United States for manufacturing, blending, or 


compounding of filled milk or filled cheese. 
Section 306(b). This section provides that the Secretary may accomplish sale 


or disposition of any dairy commodity outside the United States by sale of stocks — 
from the Commodity Credit Corporation, or by cash payment to exporters at the 
export rate or rates determined by the Secretary, or, at the option of the | 


exporter, by transfer to the exporter dairy commodities in CCC stocks. 
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This paragraph (b) also is so framed as to authorize specifically export sub- 

sidization of dairy commodities which are not purchased by CCC under the price- 

ort program. 

Te tion 306(c). Provides that the Secretary may establish different export 
rates for dairy commodities produced in the United States and sold or disposed 
of in different countries if he finds such different rates necessary to maintain or 
expand markets for dairy commodities in competition with filled milk or filled 
wiry = this paragraph (c) permits the Secretary of Agriculture, in those 
areas where he finds it necessary because of competition with filled milk prod- 
ucts, to establish a large enough export subsidy to permit butterfat to compete 
with coconut oil in areas where necessary. 

Section 306(d). Provides specifically that no dairy commodity produced in the 
United States shall be disposed of pursuant to the act or with the assistance 
of the Secretary of Agriculture under any other act if the Secretary finds that 
such sale or disposition will disrupt or displace any usual marketings of, or any 
normal pattern of commercial trade in, any dairy product produced in the 
United States. 

Thus this paragraph spells out in more specific detail the current prohibition 
in the act which provides that the powers of the act are not to be used to burden 
or disrupt normal commercial marketings of the United States abroad. 

Inasmuch as it would appear that the U.S. Department of Agriculture has 
ignored this principle of Public Law 480, paragraph (d) appears to be necessary 
in this bill. 

Section 306(e). Carries definitions necessary to the bill. 

We urgently and respectfully recommend to this committee that it approve 
the bill introduced by Congressman Marshall and make it an amendment to any 
extension of Public Law 480 which this committee recommends to the House of 
Representatives. 

6. What arguments may we expect in opposition to the Marshall bill?—Since 
the Marshall bill was introduced, a few comments have been brought to our at- 
tention indicating disagreement with some portions of the Marshall bill on the 
part of some factors in the dairy industry. We will list these objections and 
comment upon them as follows: 

(a) It has been stated that section 306(a) of the bill places the U.S. Govern- 
ment in the position of telling foreign countries what they may do with commod- 
ities purchased from this country. 

The bill does not do any such thing. The bill, in section 306(a) merely pro- 
hibits the U.S. Government, either under Public Law 480 or under the general 
charter powers of Commodity Credit Corporation or other legislation, from pay- 
ing a subsidy on nonfat dry milk to be used abroad in the manufacture of filled 
milk. 

Even with the Marshall bill, export buyers of nonfat dry milk could purchase 
nonfat dry milk at regular U.S. market prices to be used in filled milk products 
abroad and the Marshall bill would not prohibit this action. 

In any event, why should not the United States attach conditions to the 
utilization of commodities which it furnishes to foreign countries through aid 
of one form or another? 

(b) But, it is stated, the Marshall bill will deprive American farmers of a 
vast outlet for surplus nonfat dry milk. It is stated that if the United States 
does not furnish the nonfat dry milk for use in filled milk abroad, other dairy 
exporting countries will do so. 

It is pertinent to note in this connection that throughout their entire export 
history, there has been practically no development of the encouragement of 
filled milk production by major dairy exporting countries, other than the 
United States. We must bear in mind that it was the United States which 
started the wide-scale development of filled milk production abroad. 

Furthermore, we do not believe that, if they were left to their own devices, 
major foreign dairy exporting countries would endanger their commercial export 
markets for dairy products through the development of imitation products which 
use only a portion of the ingredients of natural milk. 

We should bear in mind also that major exporting countries, excluding the 
United States, depend very heavily upon the exportation of dairy products in 
their foreign trade. Thus, New Zealand, Australia, Denmark, the Netherlands, 
and, to a lesser extent, Switzerland, Italy, and Canada depend upon foreign 
markets to dispose of their dairy products. 
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Switzerland and Italy specialize very largely in the production of Special 
Ss of cheese, 
ibe Netherlands exports butter, condensed and evaporated milk products, ang 
dried milk products. : 

Canada exports some butter and nonfat dry milk. 

New Zealand exports large volumes of butter and cheese and some nonfat dry 
Tai exports butter, condensed and evaporated milk, some dried milk 
products, and some cheese. ; 

I have not attempted to describe their full export operations, commodity by 
commodity, but the records show conclusively that these countries depend upon 
export markets for a large proportion of the dairy products they produce. 

In any event, if the United States continues to subsidize the exportation of 
surplus ‘nonfat dry milk for use in filled milk, it is a foregone conclusion that 
other dairy exporting countries will be forced into this business whether they 
like it or not. We would be naive in the extreme if we think for one moment 
that dairy exporting countries are going to sit idly by and see the United States 
expand the production of filled milk throughout the nondairy countries of the 
world without themselves going into the business, as a matter of self-protection, 

Further justification for our position that foreign exporting dairy countries 
are viewing the development of filled milk production with extreme disfavor is 
to be found in articles in the dairy presses of Australia and New Zealand. 

One example of this attitude is the article entitled “Mock Milk” which appears 
in the September 10, 1958, issue of the New Zealand Dairy Exporter. This 
article, among other things, severely criticizes the advertising used in selling 
filled milk in the Philippines, and I have included the full text of this article 
in the appendix. 

Other examples of the attitude of other exporting nations could be included, 
but would be repetitious. 

We submit that this and similar articles in the foreign dairy press cast a very 
large measure of doubt on the statements of opponents of the Marshall bill that 
if the United States does not furnish the nonfat dry milk for use in filled milk 
products abroad, other exporting dairy nations will do so. 

Now, specifically, as to the point that the Marshall bill would deprive Ameri- 
can dairy producers of a vast outlet for nonfat dry milk, we wish to make the 
point that currently this outlet is very small indeed in relation to the total dis- 
position problem facing the U.S. Government in respect to nonfat dry milk pur- 
chased under the price-support program. 

In 1958 the Commodity Credit Corporation purchased under its price-support 
program 783.4 million pounds of nonfat dry.milk. In addition, there were pur- 
chased and removed from commercial channels of trade during 1958 through use 
of section 32 funds, 150.5 million pounds of nonfat dry milk. 

There is set forth in table 6 figures showing purchases and utilization of non- 
fat dry milk under the price-support and section 32 programs, 1958. 

The largest class of utilization was foreign donations accounting for 59 per- 
cent of the total volume of dispositions of 915.3 million pounds in 1958. 

Section 32 disposition accounted for 16.4 percent of total dispositions, followed 
by commercial export sales of 11.2 percent, feed sales of 5 percent, noncommercial 
export sales of 4.9 percent, and 1.7 percent each was accounted for by ICA 
transfers and domestic donations. 

Under the assumption that all nonfat dry milk shipped to the Philippines and 
to Mexico in 1958 was used in the production of filled milk products, we find 
a total of 37.8 million pounds going to these two countries of which 18.8 million 
pounds were shipped to Mexico and 19 million pounds were shipped to the 
Philippines. 

Thus, of our total dispositions of nonfat dry milk during 1958, 4.1 percent went 
to countries where we may asSume that most if not all of it was used for filled 
milk. Shipments to the Philippines where filled milk production and marketing 
are being most_aggressiyély pushed on a strictly commercial basis accounted 
for 2.1 percent of total U.S. nonfat dry milk dispositions in 1958. 

It is very hard indeed, I would say impossible, to conclude other than that, 
currently, utilization of nonfat dry milk in filled milk products abroad does not 
account for a really important proportion of our total nonfat dry milk disposi- 
tions and therefore it can hardly be stated that the Marshall bill will deprive 
dairy farmers of markets for a vast quantity of nonfat dry milk. 
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It is interesting to note that in 1958 sales of nonfat dry milk for feed in the 
United States accounted for 5 percent of total dispositions and, furthermore, 
the price for nonfat dry milk sold for feed in this country is quite significantly 
higher than the export price charged exporters by CCC. During most of 1958 
and 1959, the export price for nonfat dry milk varied from a high of 9.9 cents 
to a low of 7 cents. Currently (as of July 1, 1959) the price of milk sold for 
animal feed is 10.6 eee oe and the price for milk sold in export chan- 

is 8 cents per pound f.a.s. vessel. 

* is to be totes also that, while the utilization of nonfat dry milk in filled 
milk products abroad does add another outlet to the total of disposition outlets 
available for nonfat dry milk, at the same time nonfat dry milk sold in this 
particular outlet deprives farmers of a market for the milk entering evaporated 
milk and condensed milk products which the filled milk product replaces, There 
js no way to conclude other than that the farmer is the loser in this transaction 
inasmuch as utilization of nonfat dry milk in filled milk products would have to 
increase many times to offset the losses caused by thé substitution of filled milk 
in natural milk products. 

6. Summary.—Our position in respect to this matter may now be summarized 
as follows: fe ; : 

(a) Subsidization of nonfat dry milk for use in filled milk products which 
compete with regular commercial marketings of other dairy products and which 
disrupt such commercial marketings is improper under Public Law 480, and 
should cease. 

(b) Inasmuch as the Congress has stated that it does not want the au- 
thority of Public Law 480 used in such manner as to disrupt normal commer- 
cial marketings of the United States, it is our opinion that proper administrative 
procedure would apply such restriction to any export encouragement granted 
under other legislation. Thus, merely shifting the source of funds from Public 
Law 480 to other funds which may be used by the CCC does not, in our opinion, 
carry out the desires and intent of the Congress as expressed in Public Law 
480. Hence, the argument that may be advanced that utilization of other legis- 
lation and funds is not subject to the restrictions set forth in Public Law 480, 
is a technical maneuver which should not be permitted from an administrative 
point of view or, if permitted in the administration of the laws, should be 
stopped by the Congress. 

(c) Encouragement of filled milk production abroad by this Government and 
by American dairy firms will unquestionably operate to the disadvantage of 
other dairy exporting countries. 

(d) Over the long-run, expansion of production and marketing of filled-milk 
products in tropical and subtropical areas which have readily ayailable sup- 
plies of coconut oil will work to the long-time stultification of the deyelopment 
of export markets for natural dairy products, rather than carrying out the 
purposes of the law which are to expand and maintain export markets for 
U.S. commodities. 

(e) It is our opinion, furthermore, that aggressive production and merchan- 
dising of filled-milk products abroad will almost certainly, over a period of 
time, raise questions as to why production and interstate marketing of filled- 
milk products in the United States should be prohibited. We in the dairy 
industry who have seen our markets for butter drastically reduced since the 
time an imitation commodity was permitted to imitate all the major character- 
istics of butter by synthetic means, such as color, flavor, and addition of vita- 
mins, do not want the development of similar imitations for other dairy 
commodities in the United States such as filled-fluid milk, vegetable oil frozen 
desserts, filled cheese, and the like. 

We should bear in mind that the all-important market for the American dairy 
farmer is our market right here at home. The most important segment of our 
U.S. dairy market is the market for fluid milk and fluid milk products, both in 
volume and value. 

It is our opinion that if U.S. dairy firms aggressively promote the production 
and marketing of imitation milk—‘Mock Milk” as it is called by the New 
Zealanders—the least important result, unfortunate as it may be, will be the 
stultification of export markets for natural dairy products and backing up 
of the butterfat displaced by coconut oil in the hands of exporting dairy coun- 
tries, including the United States. The U.S. Department of Agriculture, 
through payment of a subsidy on nonfat dry milk to be used in the manu- 
facture of filled-dairy products in foreign areas, is aiding in the achievement of 
this unfortunate result. . 
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Of greatest importance, however, is the very strong probability that some. 
time in the future, probably the near future, the steady development of filled. 
milk production throughout large areas of the world will practically certainly 
be associated with a growing demand for the production and marketing of filled- 
milk products in the United States. If this situation should be permitted, the 
wreckage of all dairy markets in the United States, fluid milk as well as manu. 
factured milk products, would be appalling. 

The members of my association, and those persons who have appeared or 
filed in support of the Marshall bill, want nothing whatsoever to do with the 
filled-milk business anywhere at any time. 

We sincerely hope the members of this committee agree with us and will 
take action to withdraw U.S. Government support from the filled-milk produce 
tion and marketing operations of which we complain in this statement. 


Il. STATEMENT REGARDING SOME ASPECTS OF GENERAL DAIRY PROGRAM 


We think that there are several things which the Department of Agriculture 
could do which would hold out material promise of expanding the consumption 
of dairy products. These actions could be taken under existing legislation, and 
in our opinion would be very constructive. 

Efforts to increase commercial consumption of nonfat dry milk in the United 
States are particularly desirable because of the relatively heavy surplus position 
of this product. 

Table 7 shows the volume of nonfat dry milk sold commercially in 1957, clas. 
sified according to end use of the commodity, as reported by the American Dry 
Milk Institute. 

At this time, the U.S. Department of Agriculture estimates that about 33 
percent of the volume of bakery production in the United States is accounted 
for by nonfat dry milk. It is rather generally agreed that a much larger per- 
centage of nonfat dry milk could be used in bakery products, as well, perhaps, 
as in the other products listed in table 7. 

We believe the U.S. Department of Agriculture should institute a program for 
increasing commercial utilization of nonfat dry milk. This idea is not original 
with us, but the method of endeavoring to achieve such increased commercial 
utilization which we formally recommended to the U.S. Department of Agricul- 
ture in January of this year is new in respect to this particular commodity. 

In January 1959, we sent formal recommendations to Secretary Benson, and 
have followed this up with conversations with him and a number of his top 
officials, that the Department of Agriculture institute an incentive-use program 
for nonfat dry milk here in the United States. The broad outline of the pro- 
gram we recommended follows: 

(a) Type of program—Subsidy to commercial users for increasing their 
utilization of nonfat dry milk. 

(b) Volume on which subsidy would be paid—The volume represented by 
increased use over a base-period use. 

(c) To whom would subsidy be paid—To all commercial users who sub- 
mit evidence of additional use. 

(d@) When would subsidy be paid—After proof of additional use. 

(e) What is source of funds—Section 32. 

(f) Is additional legislation needed—No. 

(9g) What would be the rate of subsidy—That would be left to the See- 
retary. 

(h) What volume of increased use might be expected—We do not know, 
nor does anyone else. Estimates range from 100 million pounds additional 
use to perhaps several hundred million. 

(i) Would the program be more costly than the current program—No, it 
would be less costly because (1) there is no return to CCC on current give 
away programs which constitute the largest volume of dispositions, and (2) 
CCC would not have to purchase, store, and transport the commodity since 
the program would operate through commercial channels. 

(j) Is this proposed program designed to take the place of the current 
nonfat dry milk purchase-and-disposition program of the CCC—No, it is 
proposed merely as a means of securing another potentially large outlet for 
nonfat dry milk. 

The feature of our proposal that, as far as I know, is original with us, is that 
the program requires no one to do anything. It is merely contemplated as an 
offer, in the true sense of the word, that is, take it or leave it. 
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If bakers as a whole, or individual bakers, did not want to take advantage of 
the offer, that would be their decision—entirely their decision. 

Even if this proposed program, if effectuated, failed to move significant ad- 
ditional volumes of nonfat dry milk, who has been harmed? No one. Failure 
of the program would merely show that this is one method of helping solve the 
nonfat dry milk surplus which does not work, and we could then go on to con- 
sider other methods. 

Inasmuch as our proposal has been before the Department for 7 months and 
no action has been taken to make final disposition of the proposal one way or 
another, we would suggest that this committee, if it thinks the proposal worth- 
while, formally request the Secretary for a report on the matter. 

We wish to express our appreciation for your courtesy in listening to our dis: 
cussion of what we consider to be a very important and pressing problem. 

Respectfully submitted. 

Otte M. REeEp, 
Washington Representative. 


APPENDIX 


TasLE 1.—CCC sales of nonfat dry milk for foreign currency under title I, Public 
Law 480, by country of destination, 1958 























Country Nonfat dry | Percent of 
milk total 
Colombia... icwhbes Bseceesssdssesetesed~duscedeenatieebduessséuaewen 790, 907 1.4 
Peru..-.-- nataiainnie tin etapeiaiammeneiecinnpiaicinica iain midaits menpadmaeatetaiabnn mate 490, 500 9 
i. sma vecedcsi dates Sécgssceudtbe tke ates ceded eae 10, 961, 644 19.3 
TurkOy...-<--- 2222-2202 nee nn oe ence enone ene nen eenne neces ecenseecscesecens 2, 412, 830 4.2 
Israel... er ns Se as ee a bd nba Ce eeee tea cae e ne eee 15, 799, 727 27.8 
India......-- ance enc cenn enn ce see san eee ewesccsnenseeeseensesesenasoeseses 15, 000, 423 26. 4 
Pakistan. ..------ ats ite tide cclahtla hen intense nk iss aided ee ae 590, 686 1.0 
Thailand... ..- acids cbndacanatonleemwnsik hale ae biuacneee meets >in eeearnnnnl 360, 000 .6 
DD atin wuemiere iidgatinedbiidnncbyatbadeinddiniionaas sae 10, 466, 868 18.4 
I ad: nicuen een Ste ssn we ses secnsnn cava eb a elfen Webi aaian eg a 56, 873, 585 100.0 
Source: Commodity Credit Corporation. 
TABLE 2.—CCC sales of nonfat dry milk for unrestricted use under barter 
agreements, by country of destination, 1958 
Cio oy ‘pe 
Country | Nonfat dry | Percent of 
milk total 
CNN Co . pacncsaldlcnns sunewdaleduccsnudullbbubasunmabeuelmndimdsniallaiin 266, 930 2.6 
El Salvador. -........-. J ctacedeleietsnittninatacmmeniendl 216, 800 2.1 
Central America----.. vescnqtatilalqsdsiebequwesdadinutiretiet 227, 253 2.2 
J EE Se ee ee Pee me ene ee ES 1, 542, 200 14.9 
Wee coc ccen. wi Weak vadsbhvsuvsnceucdcubackevaGuedaweud@uewemaneeennnemelannnee 721, 875 7.0 
Brazil... sll tt to isn rere" wces sives ts sacle nw Ones th mcm tat a a 36, 000 3 
EE NN io eo loa ict is as skew Kise weed a/c ened melee aa mena anae 216, 950 2.1 
Philippines. 1, 569, 839 15.2 
Hong Kong aignoe 2, 000 v 
a a iw ww Soe ne ls ts Sh cw sia el gle ase 1, 775, 541 17.2 
a Seen Oy Se... dca nsubpanasedetunennheniedibel woman 687, 077 6.7 
Asia_- paphnuis 238, 250 2.3 
Ghana wuwtolt 36, 225 .4 
Various countries. 2, 709, 133 26.3 
Total 100. 0 





Source: Commodity Credit Corporation. 


| 10, 316, 073 
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TABLE 3.—OCC sales of nonfat dry milk for dollars for unrestricted commercial] 


export, by countries, 1958 


ee ee ee ee ee 


Country 





El Salvador 
Honduras 
Nicaragua _ - 
Panama 
Bermuda. ; 
Central America 
Venezuela 
Ecuador 

Peru 
ees 
Brazil 

West Germany - - 
Europe 

Saudi Arabia_.......--- 
Pakistan 

Philippines. Sapant 
Taiwan ci Shien . Sie eidkaowaues a 
Asia 

Morocco 

Libya... 

North Africa 

Various countries 


Total _-_-. ——— : ; : otic 





Source: Commodity Credit Corporation. 








Nonfat dry | Percent of 
milk total 
61, 875 
18, 777, 442 823 
232, 500 6 
180, 000 «5 
97, 760 3 
156, 000 4 
40, 000 1 
40, 000 a} 
315, 700 9 
36, 000 os 
675, 894 1.9 
228, 623 -6 
72, 000 -2 
2, 250, 055 6.4 
207, 850 .6 
43, 200 el 
46, 575 l 
6, 900, 365 19.5 
168, 000 5 
106, 000 3 
120, 000 3 
252, 225 Ps 
66, 000 2 
4, 238, 745 12.2 
35, 312, 809 | 100.0 








Tar_eE 4.—Philippine Republic: Estimated disappearance of imported evaporated 


milk and domestically produced canned filled milk, 1953-58 ; 
mates, 1959 


eae: in thousands of mane 





and tentative esti- 














Possess aie ance a | Proportions 
A cits eee aa 
Year 7 filled 
Evapo- | milk ! | Evapo- Canned 
Total rated rated filled 
milk | | milk milk 
= 7 isaaeninlidiinen | | wikied 
i | 
1953... .. - 2, 238 | 2, 238 100 ¥ 
1954_.- 2. 678 2, 678 TOO fecnccdcuen 
1955_...... 3, 372 | BB! bocndenans 100 oneal 
1956__. | 3, 814 3, 814 | 100 |... «cane 
1057__. } 4, 150 | 3, 850 300 | 93 | 7 
1958. _ . | 4, 228 | 2, 428 | 1, 800 57 | 43 
1959 2 4, 500 | 1, 200 | 3, 300 | 32 | 68 
| | \ 
1 Based on unofficial trade estimates. 
3 Provisional. 
Source: Copied from Foreign Agriculture Circular, USDA, FD 9-59, table 2, published June 26, 1959, 
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Taste 5.—Total exports of dairy products.by major exporting countries to areas 
of destination, 1957 


{Stated in millions of pounds] 





Commodity 





Area of destination 
Dry Nonfat Evapo- Con- 
Butter | Cheese whole | dry milk | rated milk | densed 





milk milk 

I ceecechenhaenpnlpumstceenssiocmsnaheiiaiaiiassai 
Western Europe...............-...----- 989. 7 665. 1 51.4 109.3 61.6 28.1 
icin BORG 5k ccnccccncgecnenseend 5.8 13.9 BED Gav wacaiiedian o® lecsdmathtos 
SE AMIE, dn doncccocscegeeetgiinetet 18.4 71.7 16, 2 33.0 4.3 39.2 
EE MIODS Snnnnascucsougeess anensis 8.2 18.9 79. 2 7.3 28. 4 8.1 
Sh hiLssbusibadobanssequcdeeneetnel 23.3 21.1 35.1 75.0 225. 9 368. 7 
hl, Boiss ncencaubeicuneneel 32.3 63.9 11,1 7.9 58.9 77.1 
PE dhiwaddatksecunahseneetennimnaiil 2.2 1.3 1.8 8 2.8 3.3 
po SS a ee 37.2 13.7 8.6 3.1 8.9 6.4 

Is cnc ncnsacdésececbeccusungeen 1,117.1 869. 6 205. 0 236. 4 441.1 530. 9 





Norte.—U.S. exports included in the above, exclude donations under Public Law 480 and concessional 
sales for special uses. 


Source: Compiled from tables 1 through 6, World Trade in Dairy Products, Foreign Agriculture Circular, 
FD 16-58, Dec. 31, 1958. 


TaBLe 6.—Purchases and utilization of nonfat dry milk by CCC under the price- 
support program and section 32 program, 1958 








Volume Percent of 
(millions of | totals—Pur- 
chases and 
dispositions 
Purchases: 
Price papper GIPOOL.. « nanongqavineuseahiedemmeih emai aie : 83.9 
GRUEEE OMe woccnceonssccccdoch sccenmbussbnahaaenanetennnbeieaeeiee 16.1 
BO icc cccuccceosdscecnesbesunineeaiainaea ee 100. 0 
Utilization: 
Commercial Gomoestic calles. ..« .1.c<cksucutilinesanhteetbanade bacsdcamincuailinnsesiban deena ee 
PORE GONGD issih ~ 4hB- sbi nnine Sabo ea dbuddnobbdstccblecdcbiestbusloes 45.6 5.0 
SFOUNONOT ONG: OXUOUt DOIGG., ...... 5. cache abchadewaiiebicaaiiinatandhia mccain 102. 4 11.2 
0 GUO TE GIONS... =o a doensceiettn ended ee ee, Fee TEINS er 8) (4.1) 
OURO. osc eect ee Te ee tai) ved 64. 6) (7. 
Nantemmercial exnovt Gales: 5 .i.... 5. cade cccicacéabolecéckabaciec<tibsbe 44.8 4.9 
PE ED cndacnsenninnpnwdienpiinisdbeiziaiida aint ate de ak te 15.6 1.7 
Donations: 
DOU cncciccscocnccceccussdwesebesl esd ee rere 15. 6 1.7 
CGR. in. 5 3 h:n0<thcswsehibobiistnns}cal Laduttindtsa cet Uden 539. 9 59.0 
SE cinevbhddnesunnteottsennculllbaebeeeliaasaane eee eee 9 on 
oso Rh cic dsb ZO stirs 764.8 83.6 
II Fils nt becereidanansm antidnduithenctldcessadieabes te tek eee 150. 5 16. 4 
‘DOven all Gippostrsens 6 Sa a eR oe ies 915.3 100. 0 





Source.—Compiled from published reports 6f Commodity Credit Corporation. 
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Tas_e 7.—United States: Commercial domestic sales of nonfat dry milk by 


end-use, 1957 r 


oceieiieantctaatamnscpacisnatemtacnnenasisashsttatac AARNE lhe Nan sachemnint aarp ee 
| Volume Percent of 











Use (millions total com- 

| of pounds) mercial use 
I Bi ee ions zi 332. 5 36.5 
Dairy products__ roy. « * ae cient pe 216.8 23.8 
Packaged for home use... --- 18 : em. -| 155.0 17.0 
Meat processing. ; bo oe . 109. 3 12.0 
Prepared dry mixes. _--.-.-- Secsreninesesiet iiticdnslinntigsntéihaiiel 52.8 5.8 
Confectionery - _- Da Sate ‘ 18.2 2.0 
Soup manufacturers. _- | 4.6 5 
Institutions - -- sata | 3.6 4 
Soft drink bottlers__- ‘i | 1.8 2 
Chemicals; pharmaceuticals. --_----.--- } 9 ll 
Animal feed !__..._...-.-- plicated ta akin abate } 5.5 | 6 
All other uses. .....--- pakeen eee Ade Lekeemoaats | 10.0 | 11 
Total commercial use_............--- in [ ots eee 911.0 100.0 

ictal ccadiie Lies dacdiaenitedl 








1 This is nonfat dry milk processed for human consumption only and is not to be confused with dry skim 
milk for animal feed, 


Source: Census of Dry Milk Distribution and Production Trends, American Dry Milk Institute, Ine, 
[Excerpt from New Zealand Dairy Exporter, Sept. 10, 1958] 


“Mock MILK” 


Synthetic “milk” made from skim milk powder and vegetable fats is providing 
a new headache for dairy industry leaders of the world, not yet recovered from 
their efforts to cope with the international problem of dumping. While this 
“mock milk” has not had any direct effect on New Zealand’s sales as yet, it 
is gaining in popularity on several markets and repercussions in this country 
will be evident if the trend is not halted. However, efforts now being made to 
eontrol this commodity on an international scale should do much to counter 
the damage that synthetic “milk” could do to the market, and the dairy board 
and dairy commission intend to do all they can to ensure that this “margarine 
of milk” is not passed off as the real thing. 


A CLOUD ON THE MARKETING HORIZON 


At a time when the industry is just recovering from an adverse market 
created by politically inspired production and dumping of butter, it is dis- 
couraging to find another cloud looming up on the marketing horizon. The 
success of synthetic “milk’—referred to also as “filled” milk—on several mar- 
kets is good reason for concern, and dairying interests are ready to tackle the 
problem on an international level without delay, 

When butterfat is removed from whole milk to make butter, skim milk powder 
can be made from the residual; synthetic “milk” is made by putting the fat 
back in the form of groundnut or coconut oil. This vegetable fat comes from 
countries with low standards of living in the main and the produce is therefore 
bought very cheaply. “Mock milk” can sell at considerably less than the price 
of the real thing. It is reported to taste quite well and can be stored easily. 

It is clear that milk and “mock milk” could both share the world market, 
the latter selling where cow’s milk is too expensive, or not available. Since 
one basic commodity is skim milk powder, synthetic milk could well be a side- 
line to dairy production, 

FALSE CLAIMS 


What worries dairy industry leaders here and abroad is that the synthetic 
product is being sold as the real thing. The manufacturers are, in fact, cashing 
in on the “drink more milk” and similar advertising campaigns that dairy 
farmers have sponsored in many countries. The public, in many cases, are 
not aware that they are getting a substitute product. 

This is the point of objection with the dairy produce marketing organizations. 
Clearly, in underdeveloped countries, such as the Philippines, Malaya, and 
others, this “vegetable milk” will have a place, especially since the working 
class of that country is paid low prices for the vegetable fats they produce. 
They should get the benefit of cheap milk not otherwise available to them, 
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But organizations such as our own dairy board and dairy commission do object 
strongly to the advertising being indulged in by manufacturers of the new 
“milk” substitute. i 

Too often the suggestion given by the label or by advertising copy is that 
the “mock. milk” is simply ordinary, milk with something extra added. By 
such techniques the synthetic milk salesmen are getting their product on to the 
U.K. and other markets with a high standard of living. 


GOVERNMENT ACTION 


There are good reasons why European governments should ensure that syn- 
thetic milk does not replace the pure product. Under the farming subsidization 
schemes in operation in European countries.in general, the public have paid: 
part of the price of a pint of milk before they get it, because of farming sub- 
sidies. If butterfat is removed from whole milk they lose on the butter made 
from it because that butter inevitably sells at below cost of production. And 
to get their milk they have to pay to import vegetable fats. Though it may 
appear to be cheaper than whole milk, in the long run they pay much more. 

The subject will therefore receive considerable attention at future meetings 
of the IFAP (International Federation of Agricultural Producers) and FAO 
organization of the United Nations. New Zealand representatives at any such 
meetings will obviously be concerned to back any attempt to get government 
backing for a restriction on the use of misleading advertising by the manu- 
facturers of the synthetic product. 


SURPLUS BUTTERFAT 


As far as New Zealand is concerned, “mock milk” will have no direct effect 
within our own Dominion, but it will obviously have an effect on our traditional 
and potential markets. If butterfat is to be taken from whole milk in the 
U.K. instead of that whole milk being sold as such, butter production there 
must inevitably increase. The same situation would apply to European coun- 
tries, the butter finding its way to the U.K. market to fetch any price it can. 
Close cooperation on this matter between the New Zealand Dairy Board and 
Commission and the Milk Marketing Board and Ministry of Agriculture of 
Britain will ensure that synthetic milks sail under their true colors and do 
not “pirate” a market created by the true product. 


MEDICAL RETRACTION 


One of the claims that has been made for the new “milk” in some quarters is 
that it will not cause damage to the arteries as animal-fat products are accused 
of doing. In this respect it is worth noting that among the medical fraternity 
who first sponsored the theory—the popular press boosted medical uncertainty 
into pseudo scientific fact—there has been a complete about-turn. 

An American scientist, Dr. ————,’ who was among the first to condemn dairy 
products for causing artery thickening and coronary thrombosis, recently came 
down to earth when he stated: “It was first suspected that cholesterol, present 
in animal fats, might be a culprit but there is convincing evidence that it is not 
the cholesterol we eat that causes the trouble but rather the high total fat level 
in the American diet, The present average adult diet contains at least 40 per- 
cent calories from fat. This should be cut to about 25 percent. And the safest 
way for us to lower our fat intake is to eliminate the processed and chemically 
manipulated fats which are newcomers to our diet. Other fats, such as butter- 
fat, meat fats, and the fat in poultry and eggs, are combined with high-quality 
protein and essential mineral and vitamins: We do not want to reduce intake of 
these nutrients and reduce the quality of our diet.” 

It is apparent that synthetic “milk” has a place, especially in countries with 
low standards of living and inadequate supplies of fresh milk. In such coun- 
tries, vegetable-milk will be a valuable addition to a diet at present lacking in 
several essentials. Equally obvious is the fact that it should not be allowed 
to pose as the real thing on markets where fresh cows’ milk is readily available. 
International organizations, if they are backed by Governments with the public 
good in mind, will ensure that such masquerading does not continue. 








1The spelling of the name is not clear. 
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Mr, Rrep. I have appeared before this committee a number of times, 
and it will take some of my time to identify myself. , If you wish; I 
shall proééed to do so, } 

My name is Otie M. Reed. I am Washington representative of the 
National Creameries Association. My office is located at 1107 19th 
Street NW., Washington, D.C.; our headquarters’ office is located at 
817 New York Building, St. Paul, Minn. 

The National Creameries Association is a nonprofit organization, 
Its membership is comprised of local, independent dairy plants located 
in Wisconsin, Minnesota, North Dakota, South Dakota, Nebraska, 
Towa, and Kansas. 

Our member plants are, for the most part, locally owned, inde- 
pendent cooperative associations of producers with a few loéally 
owned, independent, private business partnerships or corporations, 
We have no regional cooperative selling associations or line or re- 
gional cooperation or corporate farms in our membership. 

Our member plants manufacture butter, nonfat dry milk, some 
cheese, and about 30 of them, in addition to butter and nonfat dry 
milk, have grade A milk plants and facilities from which they ship 
grade A milk to city fluid milk markets. 

Now, I will proceed with my summary statement. The points that 
I wish to make in the summary statement are set forth below. 

1. Point 1: We approve wholeheartedly the basic principles and 
purposes of Public baw 480 and urge this committee to extend it for 
a period of time, and with sufficient funds, which in the judgment of 
the committee would be satisfactory and appropriate. We do not 
have any recommendation to make to the committee as to the length 
of time the law should be extended, nor other features such 4s the 
amount of funds necessary, because we have not made the analysis 
necessary to give you a recommendation that would have any merit. 

Public Law 480 covers many agricultural commodities and we do 
not possess the information or profess to know everything about 
agriculture. 

In connection with certain aspects of Public Law 480 we disapprove 
wholeheartedly of certain features of thé manner in which Publi¢ 
Law 480 has been administered in respect to dairy products for the 
reasons set forth below. The first is the subsidization of the export 
of nonfat dry milk solids which are used abroad for the manvwfac- 
ture of filled or imitation milk and milk products. 

Second is the destruction of regular export markets for U.S. dai 

roducts through subsidization of nonfat dry milk exports to be u 
in cheap filled milk products abroad. 

It seems to us that U.S. Government encouragement of filled milk 

roduction abroad, and aggressive promotion and merchandising of 
filled milk products abroad will, in our opinion, have two results that 
are very disadvantageous to dairy farmers of the United States. 
We would list these as follows: 

The future development of export markets for natural dairy prod- 
ucts will be stultified in large areas of the world which do not have 
well developed dairy industries and hence represent our major poten- 
tial export markets. We believe this to be quite contrary to the basic 
purpose of Public Law 480. 











ot 
th 
he 
S18 
do 
ut 


ve 
lie 


ave 
en- 
SIC 


EXTENSION OF PUBLIC LAW 480 645 


Second, the development of filled milk production—“mock milk” 
as it is called by New Zealanders—throughout large segments of the 

opulation of the world will in time lead to a growing demand in 
this and other pers: YaNe and dairy-importing countries for the 
widespread production and marketing of filled milk products here 
in the United States and in other dairy areas, 

It is to be emphasized that the major market for U.S. dairy 
farmers is the United States. Any action on the part of our Govern- 
ment and segments of our dairy industry which tends to weaken our 
laws regulating the production and interstate shipment of filled milk 

roducts is to be deplored and condemned, in our opinion. 

We in the dairy industry who have seen our butter market, and in 
some areas the frozen dessert market, suffer great inroads from the 
competition of vegetable oil imitations, do not want anything what- 
soever to be done which would expose the market for fluid milk and 
fluid milk products to competition from commodities made with vege- 
table oils instead of butterfats. 

Now, as to the facts in the case, there is no doubt that subsidiza- 
tion of nonfat dry milk exports for use in filled milk in the Philip- 
pines already has resulted, in just 2 years time, in a sharp reduc- 
tion of normal commercial U.S. exports of evaporated milk to 
the Philippines. Proof of this statement is to be found in official 
USDA releases, I would refer the committeee to the Foreign Agri- 
culture Circular FD-9-59, published June 26, 1959, which carries 

uite a résumé of the situation, and whose lead section is entitled 
“Filled Milk Reduces Philippine Market for U.S. Evaporated Milk.” 

The CuarrmMan. May I interrupt you right there to have you ex- 
plain to me just how this filled milk transaction displaces milk in 
any great volume? 

Mr. Reep. How it does it is this: The nonfat dry milk is shipped 
to the Philippines under subsidy. In the Philippines it is reconsti- 
tuted with water and coconut oil, evaporated and sold through retail 
channels to regular sales outlets. 

The Cuarrman. Up to that point does not the American industry 
profit by having that much taken out of our market and shipped to 
the Philippines ? 

Mr. Rexp. No, they do not, for the reason that this product, which 
carries only a portion of the whole milk, that is, the solid nonfat, dis- 
places a lot of evaporated milk which carries the whole product that 
goes abroad. 

The Cuarrman. What becomes of that displaced product ? 

Mr. Reep. The milk backs up in this country and becomes an addi- 
on to our surplus here in the form of butter, cheese, and nonfat dry 
milk, 

The Cuarrman. Just what part of the whole milk is sent to the 
Philippines ? . 

Mr. Reep. Only the solid nonfat. 

The Cuarrman. Is that what you call nonfat dry milk? 

Mr. Reep. Yes. 

Mr. Jounson. I think that the witness should go back and say that 
this has been going on only about 2 years. How much have our ex- 
ports of evaporated milk dropped ? 
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Mr. Reep. Our exports of evaporated milk have dropped ve 
greatly. I think the best figures I could give you on that would be 
from a table taken directly from this circular which lists the disap. 
pearance of evaporated milk, the disappearance of canned filled milk 
in the Philippines. I guess they use that word “disappearance” 
synonymously with consumption. 

In 1956 there were 3,814,000 cases of evaporated milk from all 
cources consumed in the Philippine Islands. It had 100 percent of 
the market. These filled-milk plants were started late in 1957, and in 
that year 3,850,000 cases of evaporated milk were consumed and 
300,000 cases of canned filled milk. At that time evaporated milk 
had 93 percent of the market as compared to 7 percent of the market 
for canned filled milk. 

In 1958 the department figures show that 2,428,000 cases of evapo- 
rated milk were used in the Philippines whereas the production and 
disappearance of canned filled milk jumped to 1,800,000 cases. Evap- 
orated milk had only 57 percent of tlie market and canned filled milk 
had 43 percent. The estimate this year, Mr. Chairman, is there will 
be only 1,200,000 cases of evaporated milk used in the Philippines 
and 3,300,000 cases of filled milk, and that 32 percent of the market 
will be evaporated and 68 percent will be canned filled milk. 

That is not the total picture. In this publication the Department 
shows that there will be another plant opened in the Philippines very 
shortly and they are looking forward to expanding their production 
to the point where they can export evaporated milk into nearby Asian 
countries. 

The CuatrmMan. May I interrupt you there? How can we control 
that situation ? 

Mr. Reep. I do not suppose that you can control it at all, Mr. 
Cooley, except for one thing. We certainly do not have to encourage 
it by paying a subsidy of approximately 7 cents a pound of nonfat dry 
milk which would work out to about 36 percent per hundredweight 
of milk. 

The Cuatrman. This bill contemplates a subsidy program on whole 
milk, does it not? 

Mr. Reep. Yes. 

The CuatrmMan. Do you think that we could force the Philippines 
to take whole milk when they can buy this nonfat dried milk and 
reconstitute it after they receive it ? 

Mr. Reep. I do not know whether we can or not. 

The CHatrMan. Years ago we did not know anything about re- 
constituting milk, did we? 

Mr. Reep. Oh, yes. 

The CuatrMan. How long ago has that been ? 


Mr. Reep. I do not know when it started, but the techniques of | 


manufacturing filled milk have been known for many years. 
Mr. Poace. Nobody liked the stuff. 
Mr. Reep. Filled evaporated milk has been in existence in this 
country, and still is, in a few plants, and has been for many years. 
The Cuarmman. I am talking about the process of reconstituting 


milk. I thought that that was something of recent origin, in the last | 


5 or 6 years. 
Mr. Reep. It is just a few years old, yes. 
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The CuatrMAN. In the first section of this bill there is this lan- 
guage: 

No dairy commodity produced in the United States shall be sold or disposed 
of pursuant to this act, or with the assistance of the Secretary of Agriculture 


under any other act, for use outside the United States for the manufacturing, 
blending, or compounding of filled milk or filled cheese. 


Then there is this language: 


Except as limited by paragraph (a) and paragraph (a) hereof, the Secretary 
may establish different export rates applicable to dairy commodities produced in 
the United States and sold or disposed of in different countries, if he finds such 
different rates necessary to maintain or expand markets for dairy commodities 
in competition with filled milk or filled cheese. 

That just leaves it entirely to the discretion of the Secretary 
whether or not he-establishes a rate. He may end ‘up by prohibiting 
the export of nonfat dried milk. 

Mr. Reep. Perhaps that section of the bill should be made more 
positive, Mr. Chairman. As a matter of fact, the Secretary, in our 
opinion, has the authority right now to subsidize exports of other 
dairy products other than those purchased under price supports, but 
he does not do it. 

The Cuarrman. That brings me to this question: Why would the 
Secretary of Agriculture carry on an export program involving sub- 
sidies when it is actually resulting in damage to the very industry in 
question, epinet than aiding the dairy industry ? 4 

Mr. Reep. I do not know. That is what I have often wondered. 
The facts are, and they have admitted them, that is exactly what they 
have done in this situation. 

The Cuarman. Have you discussed this problem with the officials 
of the Department of Agriculture in an effort to persuade them ? 

Mr. Reep. I have discussed it with the officials of the Department, 
and I have also written a letter to the Secretary concerning the mat- 
ter. I have not as yet received a reply in connection with my official 
protest about it. 

The CuarrmMan. You have not received a reply ? 

Mr. Reep. Not yet, but it has been several weeks since I officially 
protested. 

The CHatrrmMan. Suppose that we were to pass this bill, are there not 
other places in the world, and other sources of supply from which the 
Philippines could acquire the nonfat dry milk ? 

Mr. Reep. There are, yes. 

The Cuarrman. Would not the net result of this bill be to force us 
out of the oe en the Philippine market ? 

Mr. Reep. I do not think so, Mr. Chairman. It might well be that 
as far as the Philippines are c oncerned, that might happen. 

The Cyaan. Where else will be send this nonfat dry milk? 

Mr. Reep. We are sending it to a large number of other places. 
There are only two places where it is being used in filled products. 
That is in the Philippines and Mexico. If you look at this situation, 
true, they say—if we do not do it—and you can find evidence that 
was the thinking of the Department—other nations will. Well, the 
facts are that other nations like the Netherlands, New Zealand, Aus- 

tralia, Denmark, which have been exporting nations of dairy products 
for many, many years, whose export market is very important to 
them, they never did this. I do not believe that those nations are 





~_— 68s OE 





648 EXTENSION OF PUBLIC LAW 480 


going to go in and try to wreck their own export markets in the areas 
where they ship lots of milk in the manner in which we have accom- 
plished it in the Philippines. 

The Cuamrman. Who initiated this program ? 

Mr. Reep. I do not know. 

The Cuarmman. Was it looked apo with favor by the dairy in- 
dustry, or looked upon with disfavor ! 

Mr. Reep. I think that a large number of us looked upon it with 
extreme disfavor. 

The CratkmMan. And 4 to date you have not done anything about 
it until about 3 weeks ago? 

Mr. Reep. Up to date we have not been able to do anything about 
it. Thatis why we are asking you. 

The CuArrman. Do you know who started it? 

Mr. Reep: No, sir; I do not, Do you mean who started the pro- 

am to develop this? 

The Cuarkman. Do you know whether the Secretary has a dairy 
advisory committee to advise him in regard to programs of this 


type? 
Mtr. Reep. I think he does, but whether or not he cleared this with 
them I do not know. 

The Carman. Are you members represented on the advisory com- 
mittee ? 

Mr. Reep. I do not think that we have a member on it; no. 

The Cuarrman. I am awfully ignorant on the subject that we are 
discussing. I was under the impression that it was a good thing to 
do. Now you say that it is a bad thing. 

Mr. Reep. We think that it is an extraordinarily bad thing. 

Now, a week or so ago the Department of Aatleliirs had witnesses 
before this committee and some of you inquired as to the filled milk 
operation in the Ftp Mes. The Government witnesses stressed 
the point that the Public Law 480 agreement with the Philippines 
is finished and all shipments thereunder have been completed. Then 
they went on to indicate that it was improbable that a new Public 
Law 480 agreement would be consummated, and that if it were efforts 
would be made to enter provisions in the agreement which would pro- 
tect. the U.S. export market for evaporated milk. It seems to me in 
reading their testimony that these witnesses were quite vague re- 
specting the volume which would be protected. 

The Carman. How are you going to protect the market by pro- 
hibiting the export of dry nonfat ? 

Mr. Reep. The way that would be done would be by taking away 
the Government encouragement. That would be No. 1. 

The CuatrmMan. We do not have to pass an act of Congress to stop 
that if the Secretary now has it within his own power to stop it. 
He can stop it tomorrow without waiting for us to send a bill to the 
White House. 

Mr. Reep. They will not do it. 

The CuHarrMan. You said that you called it to his attention a few 
weeks ago and you have not received an answer. 

Mr. Reep. That is right. It had been called to their attention in 
conversations prior to that. Mr. Chairman, they testified before you 
people here, your committee, a couple of weeks ago, I believe, and this 
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question was raised. They did not say that they were going to stop 
it, Asa matter of fact they made it specific that they were not. 
The Cuamman. I do not recall any member of the committee urging 
them to stop it. 
Mr. Reep. Nobody asked them. 
The Cuamman. We have people on this committee from the dairy 
section. It seems to me we would have heard something about this 
long before now if it was actually a detrimental program. 
Mr. Pirnie. I think that I was the one who asked the question at 
that time, and a further question as to whether someone else would 
supply this nonfat dry milk if we did not make it available. Do you 
not think that some other source will be provided ? 
Mr. Reep. It might be. As I stated in answer to the chairman’s 
question, I do not believe that other foreign governments are going to 
be interested in pushing this business because it will wreck a lot of 
their regular export market which they now have for their natural 
commodities. I just do not believe that they are going to do it. 
The Cuarrman. You do not believe they will do it, but we are 
doing it 4 
Mr. Reep. We are doing it, and we should not. 
The Cuarrman. Mr. Poage reminds me that we are subsidized and 
perhaps the other sources or countries would be willing to subsidize 
this nonfat dry milk. 
Mr. Jounson. Mr. Pirnie and I brought the testimony out before 
the Department witnesses. They said at that time they could sell 
the dried milk in the countries for 10 cents and they were selling it 
to the Philippines for 8 cents and destroying our evaporated milk 
market. They said in the future they were going to require the 
Philippines to take a certain amount of evaporated milk in order to 
get the dried nonfat milk. 
Mr. Pirnre. At that time we were disposing of a product we had 
in surplus and so it was the evident intent of the Department, was it 
not, to try to move this nonfat dry milk? Would not that be true, Mr. 
Reed ¢ 
Mr. Reep. Why, I assume that is why they did it in the first place, 
Mr. Pirnie, but I would like to give you some figures as to how 
basically unimportant this particular outlet is for us to be indulging 
in this type of operation. 
In 1958 the official USDA figures show that they purchased 783.4 
million pounds of nonfat dried milk under direct price support and 
removed another 150.5 million under section 32. That is a total of 
about 934 million pounds purchased, removed from commercial 
channels of trade under purchase programs. Now, when it comes to 
what they did with it, durin 1958 they disposed of 915.3 million 
pounds, and the biggest disposition of that commodity was foreign 
donations of 59 percent. Sixteen percent of it went to section 32. 
en commercial export sales in all categories accounted for 11.2 
ercent of the nonfat that we disposed of. The total volume of non- 
at dry milk which was shipped to filled milk areas—and I assume 
we can assume that most of it was used in filled milk—was 387.8 mil- 
lion pounds. In other areas where it may be assumed that it was used 
In something else there was about 65 million pounds, or 7.1 percent. 

The Philippines, if I recall the percentage right, accounted for 
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about 2.1 percent, or something on that order, of the nonfat dry milk 
which was disposed of by the United States. Here we are, for an 
outlet which is very, very small, starting in motion forces which the 
Department’s own figures show, and their own statements show, are 
going to replace natural dairy products. They have done it in the 
Philippines and they are going to do it elsewhere. Also, I feel very 
sure, Mr. Chairman, that unless this Government stops encouraging 
this development through the payment of a subsidy that other foreign 
dairy areas are going into the business as a matter of self-protection. 
They have not done it yet, but I will bet they do. 

The Cuatrman. Do you know how much the Commodity Credit 
Corporation now has invested in dairy stocks ? 

Mr. Reen. I do not have the figures with me. 

The CuarrMan. Very little. 

Mr. Reep. I can get you the figures if you wish them for the record, 

The Cuarrman. We can get them from the Department. 

Mr. Reep. You would use the same figures as I. 

The Cuatrman. I was under the impression that we have a small 
inventory in dairy products now. 

Mr. Reep. Quite small, yes. 

The Cuarrman. It seems to me that you ask for legislation before 
you even get an answer to your inquiry of the Department. 

Mr. Reep. I do not want to mislead you on that, Mr. Chairman. We 
have found in our discussions with the Department officials they do 
not intend to do anything about this. The letter was written to the 
Secretary. 

The Cuamman. Do they insist upon selling this product to the 
Philippines at less than the cost of the feed value here ? 

Mr. Reep. They do. 

The CuatrrmMan. It does not make sense to me. 

Mr. Reep. You are our last recourse. The last thing we would do 
would bring a bill up here if we could get them to stop it. 

The Cuairman. I can send this bill to the Department today for 
a report and wecan have an official report from the Department pretty 
quick, I think. 

Mr. Reep. I feel quite sure that it would be adverse. 

The Cuamrman. They would be opposed to the bill? 

Mr. Reep. That would be my bet on it. 

The Cuatrman. Are not American businessmen operating these 
reconstituting plants? 

Mr. Reep. They are. 

The Crartrman. Is not at least one of these concerns a member of 
your organization ? 

Mr. Reep. No. 

The CHamman. You have been able to police your members very 
well. 

Mr. Reep. Our members have not shipped any milk to the Philip- 
pines. We have one member that ships milk to Mexico to be used in 
their special fluid filled milk program in Mexico. I might say that 
particular member is also in favor of this bill. 

The Crarrman. Is not there one member of your organization now 
operating a plant in Europe? 

Mr. Reep. No, sir. 
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The CuatrMan. In the Philippines? 

Mr. Rep. No, sir. 

Mr. Poacr. Who is this gentleman from Seattle, Wash., who owns 
a plant in the Philippines? 

Mr. Reep. Well, that is the Consolidated Dairy Products Co. 

Mr. Poace. The Consolidated Dairy Products Co. ? 

Mr. Reep. Yes. 

Mr. Poace. With whom are they affiliated ? 

Mr. Reep. Consolidated Dairy Products is not a.member of our 
association; they are a member of the National Milk Producers Fed- 
eration. They are not members of our organization. 

Mr. Poace. They are a part of the National Milk Producers Fed- 
eration ? 

Mr. Reep. Yes. 

Mr. Poace. Is not there a plant owned in the Philippines by some- 
body in Tucson, Ariz. ? 

Mr. Reep. The only other plant that I know anything about in the 
Philippines, and I get my information from a statement that Mr. True 
D. Morse made in a statement to Senator Cooper, and in that state- 
ment he stated the two plants operated there are, one, owned by 
Consolidated Dairy Products Co., and another owned by the General 
Milk Co., which is a subsidiary of Carnation/Pet Milk Co., in the 
United States. 

Mr. Morse’s letter, which is to be found in the hearings, part 3, 
Department of Agriculture Appropriations for 1960, on page 2312, 
states : 

Evaporated milk is being produced and actively promoted in the Philip- 
pines by Consolidated Dairy Products Co., which is the marketing affiliate of a 
west coast cooperative, and also by an affiliate of Carnation Co. 

Now, in the testimony of Government witnesses there is the infer- 
ence left that they are through with this whole business of subsidiz- 
ing nonfat, dry milk to be shipped to the Philippines, or elsewhere, for 
use under Public Law 480, since they stated there was no Public Law 
480 agreement now current. They are negotiating one, but they doubt 
if it will be consummated if I recall the testimony correctly, and they 
would protect the American natural dairy industry if this were done. 
That definitely left me with the opinion that the testimony conveyed 
the idea that this question is moot. Well, it is not any such thing. 
The exports are still being subsidized and the records of that are to be 
found in regular issues of information brought out by the Department 
of Agriculture, such as contained in the pink sheets here, U.S. Depart- 
ment of Agriculture, Commodity Stabilization Service, which give 
export sales during certain periods. 

Now, I do not believe that the Congress ever intended to enact a law 
carrying a provision that regular commercial marketing should be 
protected, and at the same time wished the Department of Agriculture 
to use other authority which they are now doing to accomplish a 
different purpose. 

The Cramman. This bill will have the effect. of imposing an em- 
bargo on nonfat dry milk solids. 

Mr. Reep. For use in filled milk, which accounted for only a few 
percentage points last year. 
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The CuarrmMan. But you just emphasized that a large percentage of 
the Philippine market was taken over by this commodity. 

Mr. Reep. It has taken a lot of the evaporated milk market. 

The Carman. ff this bill is passed, 1s it not natural for the Phil- 
ippines to retaliate by embargoing some of our agricultural commed- 
ities ? 

Mr. Reep. Perhaps. 

The Cuarrman. I think we should not engage in that sort of a 
program. 


The bill says: 


No dairy commodity produced in the United States shall be sold or disposed of 
pursaunt to this act, or with the assistance of the Secretary of Agriculture under 
any other act, for use outside the United States for the manufacturing, blending, 
or compounding of filled milk or filled cheese. 

That is one paragraph. It goes on to say he may subsidize the 
whole milk but he cannot subsidize and he cannot sell the nonfat dry 
milk solids for manufacturing purposes outside the United States, 

Mr. Reep. That is correct, because we do not think there is any point 
to subsidizing one commodity to wreck the market for another com- 
modity. 

The Cuarrman. You admit the Secretary has the authority to do 
what you want him to do? 

Mr. Reep. Yes sir. 

The Cuatrman. I want him to exercise his authority or tell us 
why he does not exercise it. I am willing to go that far. But we 
have been having a little trouble with the Philippines because they 
are embargoing Virginia tobacco. But I do not believe we should 
retaliate. 

Mr. Reep. This is not a matter of retaliation. We do not care 
about their producing filled milk. We do not think we ought to en- 
courage it. We think we ought to set up conditions under which we 
furnish aid to other nations. It does not make sense to subsidize a 
commodity that takes the market away from another commodity. 

The Cuatrman. I agree with you on that. 

Mr. Reep. We would like the Secretary to change this situation 
and we think he has the authority, but I am tell you he will not do it. 

The Cuamman. There seems to be some question about it. But is 
there any question about the fact that under the first paragraph of this 
bill we will be embargoing and prohibiting the sale outside of the 
United States of nonfat dry milk solids for the purposes set out in 
this bill? 

Mr. Reep. For use in filled milk. 

Mr. Poace. I do not think that is right. I think it prohibits subsi- 
dized sales. It does not embargo, as I understand the term “embargo.” 
It says “with the assistance of the Secretary of Agriculture under 
any other act.” He cannot do it under this bill or cannot give assist- 
ance under any other act, which means he cannot subsidize it. If 
the Carnation Co. wants to buy six shiploads of nonfat dry milk and 
move it to the Philippines and sell it in normal commerce, it has a 
right todoso. All the bill does is stop the movement under a subsidy. 
That is vastly different from an embargo. 

_ Mr. Resp. You make that clearer than I do, and I am grateful for 
it. 
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The Cuarrman. The paragraph says it cannot. be sold outside of 
the United States for these specific purposes: If you pass this bill 
Carnation or no other company can 8 it outside the United States. 

Mr. Poage. It does not say that. It reads: 

No dairy commodity produced in the United States shall be sold or disposed 
of pursuant to this act, or with the assistance of the Secretary of Agriculture 
under any other act. 

That is still subsidy. 

Mr. Reep. That is right. 

Mr. Poace. It says it shall not be sold under a Federal subsidy. 

Mr. Jounson. Did not the gentleman say he did not object to its 

oing to Mexico? Do you know what they are paying for nonfat 
_ milk in Mexico? 

Mr. Reepv. No. The Government of Mexico is getting nonfat dry 
milk under the subsidy which they take into Mexico and which they 
combine with coconut oil of Mexican origin and make a filléd fluid 
milk which I am advised is sold through stores either owned or con- 
trolled by the Mexican Government, presumably to low income people. 
That is considerably different from the Philippine situation. Mexico 
embargoes the importation of all dairy products except nonfat dry 
milk for this purpose, and the reason is, I am informed, they want to 
build up théir own dairy industry. 

However, I want to insist that the way we read this bill, and I am 
sure what was intended, was that we remove thé subsidy from this 
particular feature of the disposition of this commodity. 

The Cuarrman. You probably do not understand the bill. Look 
at the bottom of page 2. You said this was displacing the market- 
ing of evuporated milk in the Philippines. Beginning on line 20, 
page 2, it says: 

No dairy commodity produced in the United States shall be sold or disposed 
of pursuant to this act, or with the assistance of the Secretary of Agriculture 
under any other act, if the Secretary finds that such sale or disposition will 
have the effect of disrupting or displacing any usual marketings of, or any 
normal patterns of commercial trade in, any dairy commodity producéd in the 
United: States. 

He cannot send it out of this country. 

Mr. Reep. Was that not the intention of Public Law 480? 

The Cuarrman. The purpose of Public Law 480 was to dispose of 
our surplus commodities. 

Mr. Reep. But there is a restriction in that law that the Secretary 
shall take precautions and that is what this bill intends to do, to carry 
out the original principle of the act, that we were going to encourage 
the export of these commodities but not at the expense of regular 
export markets. This is entirely consistent with Public Law 480. 

he CHarrman. If thé only thing you want to do is déprive the 
Secretary of the right to pay the subsidy, why do you not say so 
instead of all this language ? 

Mr. Reep. That suits me fine. 

The Cuamrman. You still think if we pass this bill thé Secretary 
could close his eyes and let all the nonfat dry milk go out anyway ? 

Mr. Reep. Yes, sir. 

Mr. Poacr. He would not have to closé his eyes if we passéd this 
bill. There would be a perfect right for anyoné té export all the 
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nonfat dry milk solids he wanted so long as it was not “with the 
assistance of the Secretary,” and “with the assistance” means a sub- 
sidy. 

Mr. Reep. That is right. 

Mr. Poacr. Why did you put all this language in about “for the 
manufacturing, blending, or compounding of filled milk or filled 
cheese” ? 

Mr. Reep. I would say the reason was for purposes of clarity. All 
I want to get across is this principle—and I do not care how it is 
stated—and that is that we are not going to subsidize with funds 
from the U.S. Government the dev elopment of a commodity which 
will for the destruction of a regular export market anywhere. 

The CHarrMan. Suppose we let you file your statement and go on 
with some of the other witnesses. 

Mr. Quite. Mr. Chairman. 

The Cuarrman. Mr. Quie. 

Mr. Qut. You were dise ussing whether this would be an embargo. 
This in effect. would be an embargo because the reason a subsidy is 
paid is that the world market is 7 or 8 cents and that is why a 7-cent 
subsidy is given right now, whether under Public Law 480 or under 
the regular dollar sales. 

Mr. ~Reep. Well, they would not have a subsidy, and whether or 
not they would buy it here is something I do not know. If you take 
the volume of nonfat dry milk shipped to the Philippines last year, 
the subsidy value of approximately 20 million pounds would be $1.6 
million. But we are keeping on until we will wreck the market for 41% 
million cases which runs at least $6.50 a case. It seems to me that 
is a bad thing. The official reports of the Department of Agricul- 
ture show that we are selling in this country nonfat dry milk for feed 
at 2.56 cents a pound above what we get for it sold in export. 

Mr. Quie. Every bit of nonfat dry. milk that leaves this country 
goes at a price less than the price that could be received for it for 
animal feed in this country ? 

Mr. Reep. That is true, but I do not think stopping this particular 
small movement will mess up our distribution program. 

Mr. Qure. You do not think this would jeopardize our whole export 
market ? 

Mr. Reep. No. I think what we are doing is jeopardizing it. 

Mr. Qum. I think that is where the Department has a difference 
of opinion. 

Mr. Reep. I think, Congressman Quie, if the Department of Agri- 
culture would look at some of the articles in the foreign dairy press 
they would change their minds on what other countries think of this. 
They do not like it. If you will examine my statement, I have 
attached to it an article from the New Zealand Dairy Exporter. They 
are raising cain about the way it is produced there. 





Mr. Quir. The way it is now, are there two plants producing filled | 


milk in the Philippines? 
Mr. Reep. Yes. 
Mr. Quie. And you say another is about to be built ? 
Mr. Reep. Yes. 
Mr. Quiz. Who will build that ? 
Mr. Reep. I do not know. 
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Mr. Quire. Is it an American plant? 

Mr. Reep. I do not know. 

The CuarrmMan. How much is the subsidy ¢ 

Mr. Reev. About 6 cents per pound now. It was7 cents. ‘Actually: 
it is alittle more than that. 

The CuamrmMan. You mean they are losing 6 cents a pound and at 
the same time destroying our market for whole milk ? 

Mr. Reep. Yes. 

The Cuarrman. Off the record. 

(Discussion off the record.) ; 

The CuarrmMan. We will refer H.R. 7146 to the Dairy Subcommit- 
tee for reconsideration and ask the subcommittee to meet as soon as 
possible, and the staff will ask the Secretary for a report as soon as 
possible, and I am sure the subcommittee can meet at an early date. 

Does that suit you, Mr. Tiffany and Mr. Hall? 

Mr. Tirrany. That is perfectly all right. 

The CuairmMan. Without objection we will include Mr. Tiffany’s 
statement and Mr. Hall’s statement in the record at this point, to 
follow Mr. Reed, then you can go before the subcommittee, the Dairy 
Subcommittee, and discuss it. 

Mr. Hai. I have no written statement, Mr. Chairman. I was 
going to make an oral statement which will take about 5 minutes. 

The CuHarrMAN. Do you live here in Washington ? 

Mr. Hatx. No; I live in Boston. 

The Cuatrman. Then we will be glad to accommodate you right 
now if you will just take 5 minutes. Come forward, and we will 
hear you right now. 


STATEMENT OF REUBEN HALL, LAWYER, BOSTON, MASS., REPRE- 
SENTING THE NEW ENGLAND MILK PRODUCERS ASSOCIATION 
AND THE CONNECTICUT MILK PRODUCERS ASSOCIATION 


Mr. Hari. My name is Reuben Hall. I am a lawyer. My offices 
are at 75 Federal Street in Boston. I am representing the New Eng- 
land Milk Producers Association and the Connecticut Milk Producers 
Association. 

The New England Milk Producers Association is a cooperative or- 
ganization made up of milk producers located in all of the New 
England States and eastern New York, and we are engaged princi- 
pally in the distribution or sale to distributors of milk for whole milk 
purposes. We do some small amount of manufacturing of whole 
milk, butter, and dry milk powder, none of which has up to this date 
been purchased by the Government. All of it is sold commercially. 

The Cuatrman. Then you people are not hurt, are you? 

Mr. Hatt. Yes, we are hurt very seriously, and I will tell you why 
in a moment. 

The Connecticut Milk Producers Association is a cooperative, mar- 
keting its milk in the Connecticut milk markets. Their producers are 
all located in Connecticut, a few in Massachusetts and a few in Rhode 
Island. They do no manufacturing of this dry milk. Their markets 
are fluid milk markets. 

_ We are strongly in support of this proposed legislation. We feel 
it is wrong in principle for this Government to subsidize the éxport 
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of nonfat dry milk to be manufactured into a commodity which this 
Government has condemned both legislatively and in the courts from 
two standpoints. The legislation which was passed by the Congress 
back in 1923 is the so-called Filled Milk Act, which prohibited the 
manufacture and sale in interstate commerce of this commodity, from 
the standpoint of heulth and the standpoint of prevention of fraud, 
This legislation was challenged by various manufacturers in the 
courts and was sustained by the Supreme Court as being constitu- 
tional both as respect to the Federal law and similar laws in several 
States. 

The CuatrmMaAn. Do you not suppose the Secretary of Agriculture 
is aware of that? 

Mr. Hatz. He ought to be. 

The Cuatrman. Do you not think you should go there and present 
your views to him, because if we prohibited the transportation in_in- 
terstate commerce of this partiowlér commodity, it seems the Secre- 
tary should sit up and take notice when it goes into foreign commerce, 

Mr. Har. He ought to, and it is surprising to me that he would 
consider the export of a commodity for the manufacture of a com- 
modity that we condemn. 

The Cratrman. I am not criticizing you, but it seems first you 
should appeal to the Secretary. If you appeal to him and he says, “All 
right, we will stop the program,” then we do not need to consider this 
legislation any further. 

Mr. Hawt. Very true. I would like to take a minute to say that in 
1923 when this legislation was originally enacted, the Filled Milk 
Act, it came as a result of long efforts by the Milk Producers Federa- 
tion, with which thé associations I am representing were affiliated at 
the time; and we spent long hours convincing the Congress that it 
was a poor product from the health standpoint and that it was being 
sold heubabatty. 

The Cuamman. It is being sold fraudulently in the Philippines 
right now, is it not? 

Mr. Haru. I do not know. 

The Cuatrman. Somebody showed me a lot of advertisements of 
filled milk in the Philippines and the advertisements indicated to me 
there might be a fraud involved. 

Mr. Hau. If they followed the same practice in the Philippines 
as in this country, it is being misrepresented. 

That is my statement, Mr. Chairman. 

The CuarmrMan. Have you been to see the Secretary ? 

Mr. Haru. No, sir. 

The Cuamman. Why do you not go see him? He does not live 
far down the street. 

Mr. Hatz. I know. I have known him for a good many years. 

The Cuamman. Mr. Tiffany, did you have something to say? 


STATEMENT OF GEORGE 0. TIFFANY, LAWYER, REPRESENTING 
NESTLE’S PRODUCTS (EXPORT), INC. 


Mr. Tirrany. Yes, Mr. Chairman. 


You asked if we have taken this up with the Secretary. In this | 


large statement that is before you gentlemen, two exhibits are at- 
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tached, one a letter addressed to the Secretary of Agriculture under 

date of November 24, 1958, and a reply from True D. Morse dated 

December 18, 1958. They are attached to the statement as exhibits 
and B. 

A the CuairMAN. What page is that? 

Mr. Turrany. They immediately follow the end of my formal 
statement, which takes up the first 17 pages, so starting on page 18 
is the letter written to the Secretary of Agriculture on ovember 24, 
1958, attached as exhibit A, and then there is attached as exhibit B, 
True D. Morse’s reply to that letter, which is dated December 18, 1958, 
and in which Mr. Morse said: 


The laws and regulations of the Philippine Republic, like other independent 
foreign countries, are the province of its Government. We understand that the 
Philippine Government is encouraging the production and sale of evaporated 
“filled” milk to provide a market for coconut oil which is one“of its principal 
products. If CCC refused to sell nonfat dry milk at its export price, for use 
in evaporated “filled” milk in the Philippines, the nonfat dry milk for that use 
undoubtedly would be obtained from foreign sources. 


So it is known to the Secretary. 

The Cuatrman. We will include in the record the summary of your 
statement, and will you leave a sufficient number of copies of your 
other statement for members of the committee? 


Mr. Tirrany. That is perfectly all right if you will refer the entire 
document to the subcommittee. 


The Carman. We will put the summary statement in without the 
exhibits, and you can show all of this to the subeommittee. 
(The statement above referred to follows :) 


SUMMARY OF STATEMENT OF GEORGE O. TIFFANY IN SuPPorT oF H.R. 7146 


Mr, Chairman and gentlemen of the committee, I appreciate this opportunity 
to appear before you and summarize my statement in support of H.R. 7146. 

My name is George O. Tiffany. I am a lawyer. My office is located in Stam- 
ford, Conn. 

I haye been connected with the dairy industry for the past 25 years. As gen- 
eral counsel to the Evaporated Milk Association, Chicago, IIll., from 1934 to 1939, 
I had the unique opportunity of becoming intimately acquainted with the filled 
milk problem, in all of its ramifications. As secretary and general counsel 
to Nestle’s Products (Export), Inc., Stamford, Conn., from 1939 to date, I have 
been thoroughly immersed in the intricacies of international trade in dairy 
products. 

Together with its predecessor companies, Nestle’s Products (Export), Inc. 
has been one of the United States largest commercial exporters of dairy products 
over the past half-century and, as an important part of that business, has con- 
sistently exported the second largest volume of evaporated whole milk of U.S. 
origin to the Philippine Islands. 

In the light of this background, permit me to outline the reasons why H.R. 
7146 should have the approval of this committee and be enacted into law. 


ABUSES COMPLAINED OF 


Public Law 480 provides that its administrators shall take “reasonable pre- 
cautions to safeguard usual marketings of the United States.” Despite this 
mandate the U.S. Department of Agriculture is making available to certain 
American interests Commodity Credit Corporation surpluses of nonfat dry milk 
at the favorable Commodity Credit Corporation export price, knowing that such 
nonfat dry milk is to be used in the manufacture of filled milk for consumption 
in the Philippine Islands, and probably elsewhere, and knowing further that the 
same filled milk could not be manufactured and shipped in the interstate or 
foreign commerce of the United States because of the Filled Milk Act of 1923. 
See exhibits A and B attached. 
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The net results of this willful disregard of congressional mandates are: 


(a) Encroachment upon and possible destruction of the U.S. historic commercial] 
market for evaporated whole milk in the Philippine Islands 


Proof of this allegation lies in the documented testimony of dairy industry 
witnesses at the hearings before your Subcommittee on Dairy Products on the 
price supports bills H.R. 10669 and H.R. 10671, held in May 1958, and the 
similar testimony of the same dairy industry witnesses at the hearings before 
the Senate Committee on Agriculture and Forestry on the bill “To Provide an 
Export Program for Dairy Products,” S. 4013, held July 14, 1958, and is fully 
confirmed by exhibits C, D, E, and F, attached, which provide a conclusive 
record of the adverse economic effects of the failure of the Department of Agri- 
culture to honor the demand of Congress that, in paraphrase, “reasonable pre- 
cautions (shall be taken) to safeguard usual marketings of (dairy products) 
of the United States.” 

The filled milk operations in the Philippine Islands, which are owned by Ameri- 
can interests, possibly in combination with Filipino interests, are utilizing U.S, 
surplus nonfat dry milk to which is added, or which is blended or compounded 
with, coconut oil of Philippine origin, sc that the resulting reconstituted product 
is in imitation or semblance of evaporated whole milk. 

An on-the-spot investigation in the Philippines, attached as exhibit G, discloses 
that total Philippine imports of evaporated whole milk in 1957 amounted to 
4,073,000 cases; that inroads on this business by filled milk manufactured in 
the Philippines since said product was first introduced on that market in 
August 1957 have been such that the amount of evaporated whole milk which 
it is estimated will be imported by the Philippines in 1959 will not exceed 
1,520,000 cases; that it is foreseen as a strong possibility that in 1960 Philippine 
imports of evaporated whole milk will approximate only 500,000 cases; and 
that, due to the anticipated saturation of the Philippine market with filled milk, 
a total ban on Philippine importations of evaporated whole milk will become 
an accomplished fact by 1962. 


(b) Detriment to the American dairy industry, generally 


The Department of Agriculture by its aforementioned actions is making a 
ludicrous mockery of the laudible objective stated in section 2 of Public Law 
480, viz: 

“* * * to stimulate and facilitate the expansion of foreign trade in agricul- 
tural commodities produced in the United States by providing a means whereby 
surplus agricultural commodities in excess of the usual marketings of such 
commodities may be sold through private trade channels * * *.” 

Moreover, by so doing it is committing an unpardonable sin against the 
good reputation of the American dairy industry as a whole. May I remind 
you that in the 19th century the United States was one of the largest, if not 
the largest, exporter of cheese in the world; and that this extremely valuable 
export trade was lost to this country, and has never been regained, because 
certain unscrupulous manufacturers of cheese in the United States, erroneously 
believing their oversea customers to be ill-informed or stupid, manufactured 
and exported to them “filled cheese” in lieu of the genuine product. This un- 
fortunate incident not only ruined this country’s cheese export business, but 
jeopardized its then budding export trade in other dairy products—the same 
thereby becoming suspect of likewise being “filled.” 

The grim factual picture of the detriment to the American dairy industry 
inherent in filled dairy products which was portrayed to the House and Senate 
committees of the 67th Congress and which, ultimately, led to enactment of the 
Filled Milk Act of 1923, is prophetically applicable to the current situation and 
is, for convenient reference, extracted and attached as exhibit H. 

Unless heed is paid to the obvious truths and warnings of exhibit H, the 
vital significance of which has not been lessened by the passage of time 
nor by man’s ingenuity and alleged improved moral responsibility, the laudible 
objective of Public Law 480 will be rendered an absolute nullity, and filled dairy 
products will spread over the earth like a cancer, to the infinite detriment of 
the dairy industry of America, with its high labor costs and expensive quality 
eontrols. (See the actual threat to this effect contained in the Philippines 
Herald news item of January 29, 1959, attached as exhibit I.) 


(c) Misuse.of the American taxpayers’ dollar 


The American taxpayers’ dollar is misused for the purchase by the Commodity 
Credit Corporation of surplus butter and nonfat dry milk which, otherwise 
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and normally, would constitute a commercial export of evaporated whole milk 
to the Philippines at no expense to the American taxpayer. 

The Department of Agriculture through its staff publicly and vigorously op- 

the legitimate and seriously presented efforts of the industry to put an 
end to this misuse of the American taxpayers’ dollar—as witness the testimony 
of administration spokesmen at the aforementioned hearings on H.R. 10669, 
ELR. 10671, and 8. 4013. 

Viewed in the light of the solemnly sworn obligation of administration officials 
not te waste or misuse the public funds, this unwarranted expense to the Ameri- 
ca taxpayer must not escape scrutiny—exhibit J, attached, establishing as an 
arthimetical fact that $733,560.59 was misspent in 1957, $4,181,546.09 was mis- 
spent in 1958, and it is estimated that this program of disservice to our industry 
will improperly cost the American taxpayer $64,705,733.79 during the period 
1959-63, or an overall total of $69,620,840.47 in misused public funds since filled 
milk was first manufactured in the Philippines in August 1957. 

Add to this the inescapable fact that Federal income taxes, estimated to 
average $0.466856 per case of USA evaporated whole milk exported to the 
Philippine Islands during the period 1954-58, have been, and will be, denied to 
the U.S. Treasury, due to the displacement of USA evaporated whole milk by 
Philippine filled milk, to the extent of $10,530,207.86 during the period 1957-63. 

The net result is that the Philippine filled milk fiasco holds the potential of 
improperly costing the American taxpayer an overall $80,151,048.33 by the end 
of 1963.’ 


(d) Frustration of valid national policy 


On March 4, 1923, the Filled Milk Act became the law of the land. Subse 
quently, on April 27, 1935, that act was amended by the following addition: 

“Sec. 4. The Secretary of Agriculture is hereby authorized and directed to 
make and enforce such regulations as may in his judgment be necessary to carry 
out'the provisions of this act.” 

Thereby establishing a historical record, the existence of which the Secretary 
of Agriculture cannot, as a matter of law, be heard to deny, even though, in 
the meantime, the enforcement of the Filled Milk Act of 1923 has been trans- 
ferred to the Food and Drug Administration in the Department of Health, 
Education, and Welfare. 

Similarly, it is a matter of public record, official notice of which is chargeable 
to the Secretary of Agriculture and all employees of the United States, that the 
Filled Milk Act of 1923 has not only never been repealed, but has been sustained 
repeatedly by the Federal courts as a constitutional exercise of sound legisla- 
tive judgment by Congress. 

In Carolene Products Co. v. Wallace (DC D.C.), 27 F. Supp. 110, in which 
case, as in the other cases cited herein, I played an active part in opposition to 
the filled milk interests involved, the court stated in part: 

“We think the reports of the congressional committees clearly show the 
purposes of the act and the reason for the prohibition therein provided. It had 
three aspects: to forbid the competition of a coconut grove with the American 
cow; to prevent the practice of frauds on the consuming public; and to avoid 
harm to the pubic through the substitution of inferior fats for butterfat in an 
important food product. It is not for this court to question the wisdom of Con- 
gress. Plaintiff’s products are not shown to be different from other articles of 
food within the prohibited class, and the addition of needed vitamins through 
the presence of cod liver oil does not take plaintiff’s products out of the pro- 
hibited class. There was expert medical testimony before the congressional 
committees that no vegetable oil can be made an effective substitute for butter- 
fat. The determination of the question was within the judgment of Congress.” 

In utter frustration of the valid national policy spelled out in the constitu- 
tional and unrepealed Filled Milk Act of 1923, the Department of Agriculture is 
knowingly making available to American interests engaged in the manufacture of 
filled milk in the Philippine Islands, and in the reconstitution of filled milk 
for certain elements of U.S. Armed Forces overseas, subsidized surplus nonfat 
dry milk publicly owned by the Commodity Credit Corporation. See the ad- 
missions to that effect contained in exhibits B, C, D, B, F, L, and M, attached 





‘Add to this the fact that on June 30, 1958, an investment guarantee of $660.000 was 
granted by the Export-Import Bank of Washington to Consolidated Dairy Products Co., 
reportedly “To furnish working capital to form company to engage in marketing of dairy 
products” in the Philippines (see exhibit K). Said company actually is engaged in the 
manufacture and distribution of filled milk in the Philippine Islands. 
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As stated in Carolene Products Co. v. Wallace, supra, the Filled Milk Act of 
1923 was designed “to prevent the practice of frauds on the consuming public,” 
and it is clear from the opinion of the Supreme Court in United Stateg y. 
Carolene Products Co. (304 U.S. 144), that the Filled Milk Act resulted from 
ample evidence placed before the committees of the 67th Congress that the ‘use 
of filled milk as a substitute for whole milk facilitates fraud on the public and 
that “the danger is greatly enhanced where an inferior product * * * jg jp. 
distinguishable from a valuable food of almost universal use, thus making 
fraudulent distribution easy and protection of the consumer difficult.” See ex. 
hibit “N-1” through “N-35”, attached, on the reverse side of each of which js 
an identification of the source from whence it came, the date of its publica- 
tion, where applicable, and your specific attention is called to the statements or 
claims made in each of these exhibits which would be prohibited as being mis- 
leading, if not fraudulent, if made or claimed in the United States. 

I leave it to you gentlemen to determine, after you have studied exhibit N-1 
through N-35, attached, whether that conclusion of the committees of Congress 
quoted with approval by the Supreme Court of the United States was justified. 

For the Department of Agriculture to become a party to the flooding of the 
Philippine Islands with filled milk is, indeed, a distressing example of how not— 

“* * * to expand international trade among the United States and friendly 
nations * * * to make maximum efficient use of surplus agricultural commodi- 
ties in furtherance of the foreign policy of the United States * * *,” as provided 
in section 2 of Public Law 480. 

See the editorial entitled “Evaporated Whole or Filled Milk?” on page 8 of the 
October-December 1958 issue of Nutrition News, published as the official organ 
of the Philippine Association of Nutrition, Manila, P.I., attached as exhibit O, 

Moreover, the Department of Agriculture is enabling the aforementioned 
American interests to do indirectly that which they could not do directly—that 
is to say, they could not manufacture filled milk in the United States and ship 
it to the Philippines. Why then should our Government pay a premium to 
American interests to make available to the Philippines a product which Gon- 
gress has said is injurious to our own people? Is it because there is one stand- 
ard of health for us and another for our neighbors, or is it that the Secretary 
of Agriculture has substituted his judgment for that of the Congress and the 
courts of our country? 

Whatever the answer may be, the results are not appreciated by the American 
dairy industry, as is so forcefully demonstrated by the Dairy Record of Febru, 
ary 11, 1959, attached as exhibit P. 

The most effectual piece of evidence corroborating the results of the abuses 
complained of in this statement is “Foreign Agriculture Circular” No. FD 9-59, 
released by the Foreign Agricultural Service on June 26, 1959, and attached as 
exhibit Q. I commend it to your careful serutiny and, in doing so, would call 
your particular attention to its glaring omission of any reference to the fact 
that it is subsidized surplus nonfat dry milk once publicly owned by the Com- 
modity Oredit Corporation which is utilized in the manufacture of filed milk 
in the Philippines, and which makes it possible for that circular to bear the 
caption “FILLED MILK REDUCES PHILIPPINE MARKET FOR U.S. EVAP- 
ORATED MILK.” 

The word Reduces in the caption of that circular is a prize understatement, 
It should be changed to read “Destroys”, because not being content to wait for 
U.S.A. exports of evaporated whole milk to die a lingering, inevitable, death at 
the hands of the filled milk orge that the U.S, Department of Agriculture has 
nurtured on subsidized Commodity Credit Corporation surpluses of nonfat dry 
milk, the Philippine Congress, reportedly motivated by a powerful filled milk 
lobby, on July 6, 1959, legislated evaporated whole milk out of the Philippine 
market, as witness the letter dated July 17, 1959, which I received from Ma- 
nila too late to be included among the exhibits attached to my statement and 
which, because my allotted 15 minutes of speaking time is almost exhausted, I 
can do no more than hand to you in photocopy form. 

Since moral suasion and the admonition of Public Law 480 seem to have no 
deterring effect upon those who administer the Department of Agriculture, it 
would appear that the only way to put an end to the practices of ignoring the 
congressional intent expressed in Public Law 480 is to amend it so as effectiv 
to manacle the hands of those who would act in derogation of its plain and 
manifest intent. 

Accordingly, Nestle’s Products (Export), Inc., respectfully urges the approval 
by this committee and the early enactment of H.R, 7146. 
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The Cuatrman. And I would suggest, Mr. Johnson, that you call 
somebody from the Department. 

Mr. Jounson. When would you suggest that we hold hearings? 
We are pretty well filled up for the rest of this month, are we not? 

The CHamRMAN. You mean you will postpone the hearings for a 
month ? elt a 

Mr. Jounson. No. It just seems our time is pretty well filled up for 
the rest of this month. 

The CuatrMan. You can hold them any night you want to. 

We will now hear from Mr. George Goddard, representing the 
National Dry Bean Council. All right, Mr. Goddard, we will be glad 
to hear you. 


STATEMENT OF GEORGE GODDARD, SECRETARY, NATIONAL DRY 
BEAN COUNCIL 


Mr. Gopparp. My name is George Goddard, and I am secretary 
of the National Dry Bean Council, a nonprofit organization of pro- 
ducers, shippers, dealers, and processors of dry beans as represented 
by five regional associations covering the States of California, Colo- 
rado, Idaho, Michigan, Montana, Nebraska, New Mexico, New York, 
Washington, and Wyoming. 

Near the close of the hearings on Public Law 480 a year ago, I ap- 

ared before this committee and voiced, I believe, the only objections 
raised on the operations of this program, with particular reference 
to the criteria being followed in decarminiilg the eligibility of a com- 
modity for the program. 

For 3 years, despite obvious surpluses, the interagency staff com- 
mittee had insisted that a surplus was not a surplus until CCC had 
acquired title. Possibly because of our wee small voice raised before 
this committee, they relented and dry beans were eligible for Public 
Law 480 the past year. 

We are proud to report to you the results. Using CCC’s official 
figures, in 1956 they sustained losses on price support operations for 
dry beans of $9,821,596, in 1957 $13,823,587, and in 1958, $3,408,593, 
for an average of $9,017,925 for each of the 3 years. For this fiscal 
year 1959 (10 months) the losses have been $450,271, despite substan- 
tially larger crops and with the same level of support. In the past 
year agreements under Public Law 480 for only 538,000 hundred- 
weight of dry beans were signed and 332,000 hundredweight shipped. 
The results of this highly successful program are, in my opinion, due 
to an unusual blending of Government and industry efforts in work- 
ing together to accomplish a sound marketing job. The efforts of 
the officials and staffs of CSS and FAS are to be commended. 

In final summary, a near record crop was marketed with a sub- 
stantial savings to the taxpayers and with benefit to producers who 
received, according to official figures, 74.5 percent of parity compared 
With @ support level of 68 percent. We are proud, grateful and feel 
that Public Law 480 has the potential to be of real value to our agri- 
cultural economy. 

I trast that nothing that I have said so far will in any way jeop- 
ardize my position as a member in good standing of the arivil chorus. 
With 1 year’s experience with Public Law 480 we have some very 
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definite ideas for changes that we believe would result in an improved 
program. The most successful part of the export program has been 
the industry -suggested payment-in-kind program, in which the 
domestic prices of « our surplus commodities were equ: lized with world 
prices in export sales. This program in every instance in which it 
has been used has been an outstanding success—in wheat, wheat flour, 
corn, oats, barley, grain sorghums, and rice. We suggest that-this 
program be made mand: tory for all price supported commodities i in 
surplus supply, by payment of export subsidies in certificates redeem- 
able in feed grains in CCC stocks. CCC now has the administrative 
authority to ‘make these changes but, despite the success of the pay- 
ment-in-kind program, is reluctant to make it generally applicable, 
It was refused for dry beans and flaxseed last year, and there are un- 
doubtedly other commodities to which it could be : stated, 

In the beginning, Public Law 480, as its title indicates, “An Agri- 
cultural Trade Development and Assistance Act,” was intended to 
help American agriculture. In the passing years it has become a tool 
of our foreign policy first with little concern for the well-being of 
American agriculture. Its shepherds are not the Secretary of Agri- 
culture or any of his associates, but rather Mr. Randall, Presidential 
Assistant for Foreign Policy, and Under Secretary of State, Mr, 
Dillon. We hope in time that the Congress will see fit to rearrange 
the balance and emphasis in this act or pass a Trade Development Act 
for American agriculture. In many ways the present law has shifted 
to a giveaway program in which the interests in real markets, such as 
Western Europe, are submerged while our surpluses are directed to 
underdeveloped areas that probably will always be merely giveaway 
markets, while we are denied help and assistance in reestablishing our- 
selves in what were formerly and historically our export markets. 

We believe that the American agricultural industry, with govern- 
mental cooperation, could and should work out the details of a sound 
trade development program. There is no lack of authority, only de- 
sire and initiative. It would be helpful if further raids on local 
currency balances were directed to securing a greater degree of con- 
vertibility of the local currencies into other foreign currencies. 

We also feel that it is not enough that authorities, in following the 
directions of the act, use normal trade channels in the United States 
but should attempt to get the foreign countries to use normal] chan- 
nels of trade in their countries. 

For example, in agreements with Japan, the Japanese Govern- 
ment, after signing the agreement, auctioned off the licenses to their 
importers, who then negotiated purchases with U.S. exporters— 
normal trade relations on both sides. This proved to be the most 
satisfactory arrangement—trade promotion and market development 
schemes were worked out and financed by both importers and ex- 
porters with some help from local currencies earned by Public Law 
480. The results were expanded markets for U.S. wheat, 
tobacco, tallow, and soybeans, a perfect example of trade develop- 
ments. 

In conclusion, we support the extension of Public Law 480. We 
believe it has a great potential. But serious questions can deservedly 
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have made we believe are constructive and we commend them to your 
serious attention. 

The CuarrMANn. Are there any questions ? 

We thank you very much, Mr. Goddard, for your statement. 

This seems to be the last witness for this morning’s session, so 
the committee will stand adjourned until tomorrow morning at 10 
o'clock. 

(Thereupon, at 11:25 a.m., on Monday, July 27, 1959, the hearing 
was adjourned until Tuesday, July 28, 1959, at 10 a.m.) 
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TUESDAY, JULY 28, 1959 


House or ReEprEsENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:10 a.m. in room 1310, 
New House Office Building, Washington, D.C., Hon. Harold D. 
Cooley enaieroan), promcsng- 

The CuarrMan. The committee will please be in order. 

Our first witness is Mr. Roy Battles of the National Grange. 

We will be very glad to hear you now, Mr. Battles, I notice you 
are accompanied by a former distinguished member of the staff of 
this committee, Mr. Joseph Parker, one of the leading lawyers of this 
community. We are glad to have you here, also, Mr. Parker. 

Mr. Parker. Thank you, Mr. Chairman. 


STATEMENT OF ROY BATTLES, THE NATIONAL GRANGE; 
ACCOMPANIED BY JOSEPH PARKER 


Mr. Barries. Mr. Chairman and members of the committee, it is a 
genuine privilege to come before you this morning and to counsel 
with you as best we can in our humble way on the Public Law 480 
program known as the Agricultural Trade Development and Assist- 
ance Act. 

My name is Battles. And I am the Assistant to the Master of the 
National Grange. 

As this committee knows, the National Grange was instrumental 
in the development of Public Law 480 and has consistently advocated 
and supported programs to develop foreign markets and to stimulate 
exports. 


At the last annual session of the National Grange, the following 
resolution was adopted by the delegates. 


The Grange recognizes that foreign markets are essential to an expanding 
and prosperous agriculture and that constant effort is required to develop and 
hold markets. 

Many markets are now limited or completely closed to American agricul- 
tural products because of exchange controls, import licenses, quotas, and in 
many instances, because our products are new and unknown to such markets. 

The Grange supports measures such as the Agricultural Trade Development 
and Assistance Act (Public Law 480), section 32 and other programs designed 
to further develop and expand foreign markets. 

We urge increased emphasis in the administration of Government foreign 
assistance programs, on the development of markets which offer promise of 
substantial and sustained commercial trade. We favor an earmarking of a 
larger share of Public Law 480 exchange currencies to strengthen and assure a 
continuation of market promotion and development programs of direct benefit 
to agriculture. 
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The delegates went on by saying: 


We also favor a more effective use of section 32 and the authority of the 
Commodity Credit Corporation, separately or in conjunction with Publie Law 
480, to introduce U.S. agricultural commodities into new market areas and to 
increase market opportunities in dollar areas. 

The importance of this legislation not only to ngcereere but to the 
Nation as a whole can readily be seen from the large volume of our 
agricultural exports which are effectuated under this act and of the 
many uses to which large amounts of the foreign currencies generated 
from the sales are being put which benefit the Nation as a whole in- 
stead of being of direct benefit to agriculture. There is no question 
but that Public Law 480 has proved to be an effective instrument in 
implementing national policy as well as aiding in the sale of agricul- 
tural commodities. There should, therefore, be no question about the 
extension of this measure. The principal question before the commit- 
tee, in our opinion, would seem to be largely one of the length of the 
extension, the amount of authorization, and what, if any, further steps 
should be taken to make the act and its administration stronger and 
more effective. 

The Congress last year, as you well know, extended the act for 
11% years, from June 30, 1958, until December 31, 1959. An extension 
of 1 year would permit sales now programing through the remainder 
of 1959 and 1960. The act does not limit the period of time over 
which the foreign currencies generated may be programed for market 
development. Although the Grange has consistently urged a longer 
extension as being more realistic and in the belief that it would per- 
mit better programing, we also realize the importance of annual re- 
view by the Congress. Furthermore, the Department apparently 
has construed the act as authorizing forward sales programing of 
commodities. Under such circumstances, the length of the extension 
seems to be of lesser importance than the amount of the authorization. 
We do not believe that the amount of the authorization should be less 
than 1.5 billion dollars a year for title I, and we would support a 
larger authorization to make certain that export opportunities will not 
be lost because of any lack of authorization. 

At the time of the enactment of Public Law 480, and in every sub- 
sequent extension, the Congress and this committee in particular has 
made it clear that it was the intention of the committee and of the 
Congress that the act in addition to serving as a vehicle for selling our 
surplus commodities also has a primary objective, the return of 
some permanent benefit to agriculture in the form of new and ex- 
panded markets. This objective is clearly expressed in the law and 
this committee has repeatedly pointed out the need for furthering 
this objective by providing a greater share of the foreign currencies 
received for this work. The Senate Committee on Agriculture and 
Forestry in its report on the extension of Public Law 480 issued on 
July 15, 1959, has also stressed the need for greater emphasis on mar- 
ket development. It stated: 

The Agricultural Trade Development and Assistance Act of 1954, as amended, 
declared trade expansion as the policy of Congress. A stated objective of this 
policy was: 

* * * To stimulate and facilitate the expansion of foreign trade in agri- 
cultural commodities produced in the United States * * *, 
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Section 104(a) was listed as the first currency use: To help develop new mar- 
xets for U.S. agricultural commodities on a mutually benefiting basis. 


The report goes on to say: 


This was no accident. It was and is the intention of Congress that foreign 
currencies be used to the maximum extent possible for agricultural market 
development and that first priority be given this use. 

This committee is concerned by reports that funds are inadequate for con- 
tinuation and expansion of section 104(a) market promotional work abroad. 
This problem has developed as a result of increased claims for foreign cur- 
rencies for other uses and few title I sales being made in commercial market 
areas with a corresponding increase in underdeveloped countries. To insure 
that sufficient funds are available for section 104(a) market promotional activi- 
ties, this committee recommends : 

1. The use of foreign currencies for section 104(a) should be given priority 
over other nonreimbursable U.S. uses. The committee, in approving the enact- 
ment of new currency uses, did not contemplate that this would result in a re- 
duction of currencies available for section 104(a). 

2, The Secretary of Agriculture should determine the level of funds needed 
for section 104(a) before foreign currencies are made available for other non- 
reimbursable U.S. uses authorized in the law. 

3. The committee commends the Department for negotiating convertibility to 
nondollar currencies in title I sales agreements. However, the amount of con- 
version included in such agreements should be increased to permit greater 
market promotion looking toward the creation of permanent dollar markets 
in commercial market areas. Further, the inclusion of convertibility for section 
104(a) should be a condition for the approval of future title I sales agree- 
ments. 

That ends the statement by the Senate Committee on Agriculture 
and Forestry. ; 

The position taken by the Senate committee is substantially the same 
as that taken by this committee and set forth in its report in connec- 
tion with the extension of Public Law 480 in 1957. However, not- 
withstanding the fact that market development is the very first of 
the several objectives of the law set forth in section 104 and notwith- 
standing the repeated urgings of the committees of the Congress to 
give greater emphasis to this activity, to date only about 114 percent 
of the foreign currencies generated have been set aside for market 
development work. In most of the hard currency countries of the 
world where market development work could have its greatest impact 
and provide the greatest returns, there is such a real shortage of for- 
eign currencies as to seriously endanger the carrying out of this very 
important work. The reason for this shortage is obviously that from 
the many millions of dollars worth of agricultural commodities which 
have been sold for local currencies insufficient amounts of these 
needed currencies have been set aside for market development. Ap- 
parently the procedures followed in the executive branch in agreeing 
upon the uses to which these currencies are to be put and in the alloca- 
tion of such currencies among such uses has resulted in relegating the 
development of markets for the benefit of agriculture to the end of 
the line instead of making it a primary objection as we think was 
originally contemplated by Congress. This failure to follow what has 
been the clear intent of the Congress, we believe, demonstrates a need 
for further amendment to the law itself to require the earmarking 
of a specific percentage of foreign currencies for this primary pur- 
pose of the act. The greatest potentials for development of new and 
expanded commercial markets are in the very areas where funds for 
market development are very limited or even exhausted. These are 
the very countries to which there recently has been a serious decline 
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in our totas agricultural exports. These are the areas in which full. 
scale market development work should be constantly carried out and 
any postponement would be detrimental to the national interest. If 
we do not take the necessary steps now to introduce, develop, and 
establish markets for agricultural products, we can be sure that other 
nations will move in and that manpower and energy which might be 
put to higher economic uses in those countries will be put into agri- 
cultural production and establish economic patterns which will be 
difficult to alter and which will, in the long run, we think, result in the 
establishment of further barriers against United States agricultural 
products. The European common market and the free trade zone, 
when they become fully effective, are practically certain to make it 
more difficult for U.S, agricultural products to be marketed, particu- 
larly unless there has been a strong market already established in 
such countries. In order to assure that these necessary market de- 
velopment activities may be carried out in countries which hold the 
greatest potential, we believe that authority should be provided, 
without, regard to the general limitations and restrictions of the act, 
to sell limited quantities of surplus agricultural commodities to the 
hard currency areas and to use the currency, resulting from such 
sales, exclusively for cooperative market development activities, 

In addition to utilizing Public Law 480 to stimulate market promo- 
tion and development activities for agriculture, we believe that in- 
creased and more effective use could be made of other authorities 
available to the Department, such as the authority contained in sec- 
tion 32 and the authority available under the Commodity Credit Cor- 
poration Charter Act, to assist in the development and establishment 
of new markets for agriculture. The introduction of U.S. agricul- 
tural commodities, some of which have never been exported or which 
are being offered in new forms, is a very important factor in market 
development, and full and effective use of these additional authorities 
should be made in conjunction with Public Law 480 to assist in intro- 
ducing our agricultural products to new market areas. 

The decline in our total agricultural exports and in particular the 
decline which has taken place in the hard currency or commercial 
market areas in the last 2 years forcefully illustrate the need for 
redoubling our efforts to maintain and expand our agricultural mar- 
kets. The committee document entitled, “Selected Data Relating to 
Agricultural Exports,” shows that our exports have declined sub- 
stantially in the hard currency areas in which Public Law 480 sales 
have not been made or in which only limited sales have been made, 
Since this is the area of greatest market potential both at present and 
for the immediate future, we believe that consideration should be 
given to taking steps to maintain and expand our markets in these 
areas. One way by which we believe that exports of surplus agricul- 
tural commodities to these areas might be increased would be to au- 
thorize and permit the sale of our surpluses to these areas on a long- 
term, low-interest credit basis with payment in dollars or in hard 
convertible currency. 

Since the sales made in this manner would be in all respects the 
same as dollar sales, but with payment delayed, they should not be 
subject to the limitations and restrictions which are imposed upon 
sales made for soft currencies which are either turned back or used ina 
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manner agreeable to the importing country. We believe that it will 
be far better to have good notes of the national bank of a good solvent 
country in our hands than to have surplus commodities in store which 
are a liability in the sense of storage costs and the risk of loss through 
spoilage. Furthermore, we believe that the way to get these com- 
modities consumed is to get them out and in a position where they 
can be consumed. 

We understand furthermore that there have been possibilities of 
sales on a long-term credit basis with the credit arrangements and 
security for such credit provided through the national banking sys- 
tem of the recipient country or by the government itself, but these 
sales have not been consummated largely because of doubt as to the 
authority to make them. We believe this authority should be pro- 
vided, or at least cleared up, and used as it would serve to provide an 
additional means of maximizing imports of agricultural commodities 
from the United States and it would further our ability to compete 
with the Soviet bloc countries which are conducting trade through 
various types of bilateral trade agreements. 

These sales for long-term credit would be completely in private 
trade channels with the financing handled through regular banking 
channels. 

With respect to barter, which is an important aspect of this whole 
act, it seems to us that, properly administered, barter or exchange of 
agricultural commodities which are in surplus supply for strategic 
and critical materials which are in short supply and which we need 
here in this country, is a thoroughly constructive program. Safe- 
guards, of course, may be required to prevent interference with prices 
or displacement of dollar sales, but this should not be impossible of 
accomplishmment and could probably best be realized by regulating 
the type and kinds of materials accepted in exchange and the prices to 
be paid for such materials. These matters of objection are matters 
of administrative detail. We would not be in favor of taking one 
pound of material in exchange for agricultural commodities unless it 
were determined that it is needed or that the United States will be 
better off as a result of the exchange or unless it were determined by 
the Congress as a part of national policy that this is a more effective 
way of subsidizing exports in competition with exports from Soviet 
bloc countries or subsidized exports from other sources. 

Barter actually is the oldest form of conducting trade. Histori- 
cally it has been used when no satisfactory medium of exchange 
existed or when credit was not available. Actually there is little dif- 
ference between a barter sale and a sale for dollars. In one instance, 
the Commodity Credit Corporation receives dollars and in the other it 
receives commodities, the kind and value of which is determined before 
the exchange is made. If our Government determines, or is satisfied 
with the materials received and the value of the commodities, as it 
must be if it agrees to the exchange, there should be no reason, in 
our opinion, why further restrictions should be imposed or placed 
upon the recipient or purchaser of the agricultural commodities any 
more than there are when the commodities are purchased for dollars 
or for cash. 

When surplus commodities are purchased from the Commodity 
Credit Corporation for dollars, there is no arbitrary limitation placed 
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on the countries where these surpluses may be marketed. We can see 
no logical reason for placing any arbitrary limitation on the coun- 
tries to which surpluses can be exported when they are purchased 
from the Commodity Credit Corporation with strategic materials, as 
authorized by the Congress. We do not believe it possible or feasible 
to attempt to restrict the use or subsequent trading in commodities 
which have been purchased at fair value. 

We believe that barter transactions have been and can be used 
effectively, and that the best way to prevent such transactions from 
disrupting prices and normal markets is to eliminate any subsidy by 
seeing to it that the prices at which the strategic materials are pur- 
chased represent their true value. 

The Cuamrman. Thank you very much, Mr. Battles, for your state- 
ment. 

You have emphasized the objective of Public Law 480 as being the 
expansion of foreign markets for our surplus agricultural commodi- 
ties. 

Of course, we are aware of the fact that both the Senate and House 
committees have emphasized the importance of market promotion, I 
assume that the Secretary has been aware of the intent and purpose of 
the law. And the Congress has issued funds for market promotion. 
Apparently, these funds are not being used for this purpose. 

I do not know what else we can do to require the Secretary to spend 
more money for market promotion other than to earmark a certain 
percentage of the funds that are generated by the 480 transactions, 

We have had numerous witnesses appear here. I think I have 


asked each witness if he knew of any particular transaction consum- | 


mated under Public Law 480, which had actually displaced dollar 
sales. 

I ask you the same question. Do you know of any transaction under 
this law that has displaced a dollar sale? 

Mr. Bartries. Personally, I do not know of any such transaction. 

The CuatrMan. As one of the farm leaders, have you received any 
communication or complaint from any of the members of your organ- 
ization to the effect that this law was being badly administered ? 

Mr. Barriers. We have had considerable pressure from within our 
organization, considerable sentiment that the market expansion as- 
pects of the law had not been pursued to the extent that good, solid, 
imaginative market expansion work might indicate. 


The Cuarrman. All right. Aside from the failure of the Secretary | 


to prosecute effectively the market expansion program, you haven't 
had any complaint to the effect that these transactions were displacing 
dollar sales or by-passing normal trade channels? 

Mr. Barres. On the contrary, our people feel that the program has | 
been a very good program. It has expanded our markets over and | 
above what they would otherwise have been. 

The Cramman. Do you have any idea as to what amount of for-| 
eign currency should be set aside for market expansion purposes? 

Mr. Barries. No. We are not prepared to give you a specific per- 
centage or a specific amount of dollars or currencies that should be 
set aside. But, certainly, the requirements for the set-aside should be 
high enough so that all possible avenues of this sort of market ex- 
pansion could be adequately financed. 
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The CuarrMan. I do not recall that we imposed any limitation 
upon the use of that fund for this purpose, did we? 

Mr. Barriers. Not that I know of. 

The Cuamman. And notwithstanding that, it has come to our at- 
tention that the one man that Secretary Benson had in Europe to 
promote these Public Law 480 transactions and to observe them in 
operation has been called home; his office closed up. 

Now, recognizing the need for further market expansion, the Farm 
Bureau has opened up an office in Rotterdam, and we had a witness 
here the other day who told the committee that the organization he 
represented was opening offices in different parts of the world. 

Your office just sent Joe Parker to Europe on a tour to aid in the 
opening of new markets for agricultural commodities, isn’t that true? 

Mr. Barres. We are convinced, Mr. Chairman, that there are 
markets available, the new products can be introduced in these mar- 
kets, that these can represent sales over and beyond what we are mak- 
ing, and that it would definitely be again in terms of our total ex- 
ports. This requires a lot of personal attention in order to take ad- 
vantage of these opportunities and to open them up And as I at- 
tempted to say in our testimony, the Russians are in an all-out eco- 
nomic offensive. The pressures for exports of agricultural commodi- 
ties in other areas, from other areas of the world are such that it 
would appear to us that we are going to have to use every tool that 
we can put to our own command to even hold our own in this world 
market that we are so concerned about. And that the Department of 
Agriculture and our Government should have at hand every possible 
device and every possible authority that it would take for men of 
capability in the advancement of this program to use in meeting the 
trade offensive that is being promulgated by the Reds, as I say, and 
by the other exporters of agricultural products. 

The Cuarrman. In view of the fact that Congress has not imposed 
any limitation upon the use of foreign currencies for market expan- 
sion purposes, does it not occur to you that the failure to adequately 
and properly promote market expansion was due to the lack of 
imagination in the Department of Agriculture ? 

Mr. Barres. Either that, or else the Department has been more 
or less shunted aside by the other forces within the Government who 
are attempting to latch on to these funds for the promulgation of 
other national purposes. 

The CHatrman. Is there really any shortage of foreign currencies 
for use in market promotion ¢ 

Mr. Barrtes. We think in Western Europe, possibly, yes. And I 
think Mr. Parker, as you have implied, has had considerable first-hand 
experience over there in attempting to appraise the forces of Western 
Europe, which are a factor in our attaining these markets. 

We proposed in our testimony that we might sell in Western 
Europe for their currencies where promise seemed to be apparent to 
attain some funds under this Public Law 480 authority to be used 
specifically for market development over there. At least, where they 
were needed. 

The CuatrmMan. Well now, we did set aside 25 percent of the for- 
eign currency for loans to American businessmen for investment in 
foreign countries. 
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Mr, Barrius. Yes, sir. 

The Cuarrman. So that is one provision that is earmarked, J 
have no objection to earmarking part of these funds for market pro- 
motion. 

Mr. Barries. It would take a small percentage. It would not bea 
major factor but we would agree that there is no reason why it should 
not be done. 

The Cuamman. That is true. I dislike to put a limitation on the 
use of these funds for market expansion purposes, but perhaps it will 
be necessary in order to get the Secretary to embark upon a more 
ambitious marketing expansion program, which he seems disinclined 
to do without any further command from Congress. I don’t know of 
any other way to do it except to say that he shall use a certain per- 
centage of it for this purpose. 

Mr. Barries. We would agree. 

The CHarrman. You made one other statement to the effect that 
more effective use should be made of section 32 funds. The Secreta 
has accumulated them to the maximum. He now has, I understand, 
approximately $500 million in section 32 funds. Three hundred is 
the limit. I may be in error, but that is the information I have, 

Mr. Barries. I think that is about right. 

The Cuatrman. Congress intended that that money should be used 
for the benefit of American agriculture and did not intend for it to 
accumulate. The Secretary has not used it. I do not know what we 
can do about that. 

Mr. Barres. There is no doubt but what in the introduction of 
some American food and finer items in the Western European area 
where we do have such a strong potential for future exports that 
again our Government and the American producers should have at 
their disposal whatever tools necessary, whether it be section 32 or the 
authority provided by the Commodity Credit Corporation or Public 
Law 480, including the barter aspects of Public Law 480—whatever 
tools it takes to really compete over there and to bring these new 
products before the consumers of the Western European area. 

This is an important enough aspect in our total trade pattern, our 
export patterns, as American producers, that I wonder if you would 
like for Mr. Parker to comment on some of his experiences over there 
in respect to this. 

The Cuarrman. We certainly would like to hear from Mr. Parker, 
but I will ask Mr. Parker to try to be as brief as circumstances will 
permit, because we do have two or three other witnesses we would 
like to hear today. 

Mr. Parker. I realize the pressure of time on the committee, so I 
shall not try to make any comment except just this brief one on the 
point which you raised, Mr. Chairman, and that is, with respect to 


the uses of these other powers, such as section 32 and Commodity | 


Credit Corporation Act powers which have been in existence for 
many, many years. 

One of the big problems in exporting many of our commodities, 
those which have not been in export channels until only recently, lies 
in the fact that we are trying to market something that is unknown 
to these new markets, and unless you have some means of putting 
some goods on the shelf, so to speak, in these markets where the 
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people can see them and where they can be purchased in small quan- 
tities, it is very, very difficult to make the initial sale to get into the 
market in the first instance, because to do so requires the foreign 
buyer to invest in commodities which he is unfamiliar with, and at- 
tempt to take on a marketing and sales job that entails a consider- 
able amount of risk for him. And they are unwilling to do that if 
they have other commodities or substitute commodities that they 
can use. So by the effective use of section 32 funds, you can put, I 
think, in some stocks; there would be some risk. If you did not sell 
them, eventually you would have to make other disposition of them. 

With respect to most of the commodities put over in that fashion, 
if you find they could not be sold, I think they could be moved into 
military channels or some other uses, such as that. 

There are other instances when the price factor is a very fine one 
and where with just a little bit of use of section 32 funds necessary 
for introductory purposes, I think you could substantially augment 
the sales of commodities. I think we could sell more tobacco in 
some instances in certain areas if you had a way 

The CHatrMan. Would you give us the names of some of those 
places ? : : 

Mr. Parker. I think there is a possibility of selling to Sweden. I 
think you could sell to Sweden on a long-term credit basis repayable 
in hard convertible money or dollars. 

The Cuatrman. In that case, let me ask you how you feel about 
long-term commitments under Public Law 480? Do you think we 
should or should not have long-term commitments ? 

Mr. Parker. Iam not sure I understand your question. 

The Cuatrman. Mr. Poage has been plugging for weeks and weeks 
for long-term credits—I mean by that, during the effective period of 
this law the Secretary may provide certain commodities to a country 
over a long period of years, 5 or 6 or 10 years. 

Mr. Parker. I think we could safely make long-term commitments 
with respect to certain of our commodities that we are reasonably 
sure will be in surplus supply, where we have prospects of that. 

The Cuairman. I talked to the director of the French tobacco mo- 
nopoly, and they have a new blend they would like to keep going, but 
he wants to be assured that he will receive our tobacco for more than 
a limited time. I realize that isn’t altogether our fault because the 
Finance Minister of France, who controls the dollars, would only allo- 
cate dollars on a year-to-year basis. But by proper negotiation, we 
could arrange to make the term to France for more than 1 year— 
for a term of years. 

Mr. Parker. I think those are possible. I think that is the way 
you can initiate some new uses by assuring them that they will have 
supplies available for long enough periods of time in order to build 
up the acceptance of the new blend. 

The Carman. Thank you very much Mr, Parker and thank you, 
Mr. Battles, for your appearance. 

Mr. Barrtes. I salah say that Mr. Newsom, the head of our or- 





ganization, wanted very much to be with you this morning. But, un- 
fortunately, some plans for him to go back to Indiana materialized, so 
he headed back in that direction, Congressman, although he has been 
delayed by some of this current virus going around. 
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The Cuarrman. We thank you very much for appearing here this 
morning. You made a good substitute for Mr. Newsom. 

Mr. Bartries. Thank you very much. 

The Cuarrman. We have two more witnesses. The first, Dr. John 
D. Morgan, and next, Mr. George K. Cato. 


Dr. Morgan, will you come forward ? 


STATEMENT OF DR. JOHN D. MORGAN, JR., MINERALS CONSULTANT, 
WASHINGTON, D.C. 


Dr. Morean. Mr. Chairman and members of the committee, I deeply 
appreciate this opportunity to present my views on stockpiling and 
the disposal of agricultural surpluses. I have been concerned with 
this general area for a number of years: From 1948 to 1951 as Assist- 
ant for Materials and Stockpile Policies, National Security Resources 
Board, Executive Office of the President; from 1951 to 1953 as Di- 
rector, Materials Review Division, Defense Production Administra- 
tion; and from 1953 to 1956 as materials expert, Office of Defense 
Mobilization, Executive Office of the President; and I am now a mem- 
ber of the Office of Civil and Defense Mobilization Executive Reserve, 
As a consultant, I advise various U.S. firms in the metal and mineral 
business. However, I wish to make it clear that this statement is 
purely my own as a citizen and does not necessarily reflect the views 
of any Government agency or private firm. I have a short statement 
that I hope I may present in its entirety after which I shall try to 
answer any questions. 

The United States today is threatened as never before in its history. 
We are engaged in a cold war with international communism which 
at any time could get hotter. We are threatened in the political, eco- 
nomic, military, and spiritual and moral fields, and our declared 
enemies can direct their w holly state-controlled economies in any num- 
ber of ways to accomplish their purposes. We must be prepared for 
(1) all-out ver—indlaling attack on us by nuclear, biological, or 
chemical weapons, (2) limited war, or (3) political or economic ayar- 
fare. 

Our agricultural products and our metals and minerals are the life- 
blood of our highly industrialized Nation, permitting us to defend our 
country and to “be a bulwark of the free world, to have here the high- 
est standard of living in the world, and to give away annually billions 
of dollars worth of food and manufactured articles to our allies and to 
less fortunate nations. While there may be some quantitative limita- 
tions on what people should eat, there are no practical limitations on 
possible consumption of hard goods—made mostly from metals and 
minerals. In fact, the 177 million people in the USA—only about 
6 percent of the world’s population—use between one-third and two- 
thirds of the world’s annual supplies of most metals and minerals. 
Our per capita consumption of most metals and minerals is signifi- 
cantly greater than even other industrialized nations. But why 
should this Agriculture Committee be interested in metals and min- 
erals? This committee is deeply involved with metals and minerals 
because: (1) Public Law 480 created the supplemental stockpile— 
clearly intended to be above and beyond regular strategic stockpiles; 
(2) CCC is authorized to barter surplus agricultnral commodities for 
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strategic materials by the CCC Charter Act Amendments of 1949 and 
other legislation including Public Law 480; and (8) by the Agricul- 
tural Act of 1956, CCC is authorized to transfer to the supplemental 
stockpile strategic and other materials acquired by barter and to be 
reimbursed therefor. 

I point out why the Agriculture Committee should be interested. I 
would like to say right at this point, I sat through many hearings 
in the past 10, 11 years I have been in Washington, and I want to 
say that I think that this committee has held a wonderful set of hear- 
ings here to get the facts and to bring out the evidence. And I com- 
mend the chairman and the members of the committee for this set of 
hearings—one of the finest I have ever sat in. 

The Cuatrman. Thank you very much. 

Dr. Morcan. Those who put this legislation on the books were, I am 
sure, wisely motivated by the knowledge that metals and minerals 
are different from agricultural commodities in several important 
aspects, namely : metals and minerals are irregularly distributed in the 
earth’s crust and the quantities in the earth’s crust are fixed and can- 
not be renewed; easily discovered surface outcroppings in the United 
States are now well worked out and the grade of domestic ores is de- 
clining; the United States now obtains significant portions of its an- 
nual supplies of many important metals and minerals from abroad 
(I have a table which I will refer to at the end which shows that) of 
10 from distant and unreliable sources; and metals and minerals— 
particularly in upgraded forms—generally are high-value small-vol- 
ume commodities that frequently can be stored in the open at very 
small costs. Further, advances in science in important defense and 
atomic energy programs often give rise to new or greatly increased 
demands for metals and minerals previously thought to be only mu- 
seum curiosities. Moreover, even if we never have any major wars 
in the future, rapidly rising world population plus rising standards 
of living everywhere will sharply increase demands for most metals 
and minerals in the future. Finally, many of us having personally 
experienced the shortages caused by the Nation’s too-little-and-too- 
late strategic stockpiling programs in World War I and World War 
II were determined that the Nation would not again suffer from such 
shortages in another period of emergency. In this connection, I 
should like to point out the interim and incomplete nature of even 
the present strategic stockpile objectives by citing the April 1959 
“Stockpile Report to the Congress” by the Director of the Office of 
the Civil and Defense Mobilization which states—we have heard news- 
paper articles quoted that maybe we have too much in the strategic 
stockpile but here is what the agency charged with that responsibility 
says. Incidentally, it applies to agricultural commodities as well. 

The job ahead: In compliance with policy established June 30, 1958, that stock- 
pile planning assume a 3-year mobilization period, interim objectives on this basis 
were established on the same date, based on data at hand. Some of the data used 
for expediency in calculating these objectives were developed several years ago. 
Following this, a schedule was set, according to the urgency for review, for 
the development of new estimates of mobilization supply and requirements as a 
basis for review of the stockpile objectives. Reviews for the entire list of stock- 
pile materials will be completed as rapidly as possible. Only limited guidance 
is as yet available for estimating supply and requirements in the event of an 
attack on this country. The current round of reviews, therefore, will cover 
mainly conditions of war without attack on the United States. 
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In other words, our stockpile program is based mainly on an 
assumption that does not include attack on the United States, 


As promptly as possible— 
and we bureaucrats know what that means— 
stockpile objective reviews will also take into account estimates for attack con. 
ditions. Stockpile objectives will then reflect the highest deficit taking aj 
these conditions into consideration. 

I point out that the supplemental stockpile is clearly intended to be 
above and beyond the strategic stockpile. 

Last year I served as a member of the Special Stockpile Adviso: 
Committee set up by the Director vf the Office of Defense Mobiliza- 
tion to point out what should be done in the interests of national ge- 
curity. Our report “Stockpiling for Defense in the Nuclear Age,” 
dated January 28, 1958, made a number of relevant recommendations, 
With your permission, I should like to offer a complete copy of that 
report for inclusion in the record, and at this time will only refer 
briefly to those recommendations of immediate concern. 

The Cxuarrman. You might file that report with us for the files 
of the committee. 

Dr. Morean. Yes, sir. 

(The report will be found in the files of the committee.) 

Noting that— 

The time has come to take action for human survival, relief and rehabilitatiog 
in event of nuclear attack— 


and that— 


In the event of such an attack upon the United States, the people would have 
immediate need for products and services essential for survival and relief 
(including) food, water, shelter, and medical and sanitation supplies and 
equipment. 


Mr. Coan. May I ask a brief question? 

The CHamman. Let him finish his paper. 

Dr, Morean. I would appreciate completing it. It may answer 
several questions that may be asked. 

Mr. Coap. I am sorry, Mr. Chairman, 

Dr. Morcan. The Committee recommended, among other things, 
that— 


the possible need for readily available food supplies and potable water, pro- 
tected from radioactive fallout, be assessed by civil defense authorities. 


The Committee stated: 


With respect to the supplemental stockpile created by the Agricultural Trade 
Development and Assistance Act of 1954, as amended, the Committee concurs 
in the existing practice of acquiring metals and minerals, beyond the quantities 
considered essential for defense purposes, when they can be obtained in exchange 
for U.S. stocks of agricultural surpluses. However, the CCC’s request for 
appropriations to cover such transactions should not be designated as applicable 
to a defense activity. Instead of following rigid formulas, the Committee recom- 
mends that quantities of materials suitable for inclusion in the supplemental 
stockpile be judged on a transaction-by-transaction basis. Consideration should 
also be given to acquiring survival and relief items in exchange for agricultural 
surpluses. 
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With respect to high-temperature and other special property mate- 
rials, the Committee said: 

It is not possible to know with certainty at this time which of the high-temper- 
ature or other special-property materials will be in greatest demand for specific 
applications, as new techniques develop from research and practice. Known 
world supplies of many of these materials are limited, Several, but not all, are 
on the stockpile list. Up to now, conventional practices have resulted in only 
relatively small uses of many of these materials. However, if they become 
important not just as minor alloys but as metals or mixtures composed exclu- 
sively of the materials themselves, demand could increase sharply. The Com- 
mittee recommends that a mechanism be established to appraise the possible 
effects of research and development activities on requirements for high-tempera- 
ture and other special-property materials— 

I think this part is important because it concerns the present law 
on the books which amends the original Public Law 480. 

“Instead of relying on past use patterns, possible needs 5 to 10 years hence must 
be surveyed and stockpiles built up as need is indicated. 

Table 2 lists several high-temperature elements and compounds for 
the information of this committee. 

The Special Stockpile Committee noted that stocks of strategic ma- 
terials on hand would in several cases be larger than the 3-year stock- 
pile objectives, but the Committee, noting the special characteristics of 
metals and minerals cited above recommended : 

That in the light of current world and domestic defense, political and economic 
conditions, all metals and minerals now in Government stocks suitable for use in 
normal commercial processes, be retained. 

Now, in the light of the above, what should be done at this time? _ 

(1) The Government should insure that there will be readily avail- 
able and readily edible food supplies for our own people and for our 
allies in the event of all-out nuclear, bacteriological, or chemical war- 
fare, limited warfare, or political or economic warfare. To win any 
struggle, the United States must be able to feed its own people and to 
help feed our allies. The portions of the CCC inventories necessary to 
do this should be clearly set aside as “defense stocks,” and some quan- 
tities of wheat, corn, dried milk, dried eggs, and so forth, should be 
processed into readily edible form, should be properly packaged, and 
should be stored in dispersed, accessible, and protected locations in the 
United States and elsewhere in allied nations. 

(2) As a nation believing in God, we should use our God-give agri- 
cultural surpluses to help alleviate disaster-caused hunger anywhere 
in the world—without regard to the “friendliness” of foreign govern- 
ments. By so using some of the readily edible packaged foods from 
the “defense stocks” I just. recommended in ( 1) above, the edible food 
could be channeled directly to those who really hunger and some rota- 
tion of our own defense stocks would also result. 

(3) The Government should promptly barter or exchange those 
agricultural surpluses which cannot be readily sold in the near future 
for dollars for civil defense supplies, for metals and minerals—par- 
ticularly those in the high-temperature or special-property category, 
for Department of Defense and Atomic Energy Commission materials 
and end items, or anything else of a nondeteriorating nature that will 
enhance the national security posture of the Nation. Specifically, to 
facilitate barter or exchanges for metals and minerals, I would strongly 
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recommend that the present restrictive wording of section 6 of Public 
Law 85-931 be changed to authorize barter for any element in any 
usable form where known U.S. domestic supplies are likely to be inad- 
equate for defense or industrial needs at any time in the foreseeable ' 
future. 

I may illustrate that with your permission with a chart to show you 
how the law is restrictive in that connection. 

In this way the citizens will be saved costly storage expenses for ; 
the agricultural surpluses, and they will get something tangible and 
useful from the tax dollars that remburse CCC borrowing authority | 
for any disposal that is not a dollar sale. Table 23 on page 18 of 
your very fine committee report of July 13, 1959, clearly shows the 
significant savings in storage charges for metals and minerals over 
agriculutral surpluses, and also shows that the metals and minerals are 
assets that maintain their value. Indeed, over a longer period of time, 
most of the metals and minerals can be expected to appreciate in 
value. 

The previous witness and several others have alluded to this, 

(4) The barter mechanism could be a really powerful economic war. 
fare tool to be employed to maintain and expand oversea markets 
for U.S. agricultural commodities in the face of Communist blog 
economic penetration, and it should be vigorously used in appropriate 
cases. 

I realize that time is of the essence. I might take a moment to ex 
plain the two tables. 

Table 1 was prepared by the head of the Geological Survey this} 
last year and, hocatores is accurate and official data, and shows the) 
percentage of U.S. supplies of important metals and minerals that! 
are imported each year for industrial purposes. If you will look ther) 
you will see, for example, aluminum is manufactured 75 percent from! 
imported ores. Look. down a little farther, metallurgical chroma 
90 percent imported; metallurgical manganese, 90 percent imported;| 
tin, 100 percent imported, and so forth. 

I prepared a second table. And I have a chart which illustrate 
the table. With your permission, sir, I will refer to the chart. | 
have here the melting point of materials going from 0° F., whichis 
the standard temperature that we use, up to 7,000. I have show 
here the melting point of different metals. 

Down here is lead, tin, zine, nickel, iron, cobalt. 

Note this dark area. Most of our commercial metallurgy is basel 
generally on the melting point of steel which comes down here. 
the nickel, cobalt, iron alloys, which do not permit us to reach tem 
peratures even this high, but about 60 percent of the melting point} 
in other words, we are operating at about 1,800 to 1,900° F. 

Now, if we want to get the advantages of nuclear energy, and su 
property fuels to make better long-range missiles to get men, i 
struments into outer space, to use efficiently the high temperat 
of nuclear power or to even use more efficiently coal- and steam-fi 
power, we have to get to higher temperatures. 
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Well, going up, there is chromium, hafnium, columbium, molyb- 
denum, tantalum, and carbon. 

I will just _ one illustration of the effect of the present law. 

Consider rhenium, this is a very high molng temperature mate- 
rial; the present law says, this is section 6 of Public Law 85-931, the 
CCC should barter for materials of which the United States does not 
domestically produce its requirements—does not domestically produce 
its requirements. 

(The chart has been submitted and may be found in the files of the 
Committee. ) 

Our Committee pointed out that we ought to look 5 or 10 or more 
years into the future. If today we went to the Government and we 
said, “Do we today produce our requirements of rhenium?” The 
answer is, “Yes, we do today.” In fact there may be a pound or two 
of it at $680 a pound that can’t even be sold. So there is an over- 
production. 

If we are going to make the high-temperature alloys that require 
rhenium, and to make the rockets and missile generations of the fu- 
ture, rhenium is one of the things likely to be the scarcest. 

If we can take some of the billions of dollars of agriculture sur- 
pluses and trade them off for the things high up in this temperature 
category, I think this committee would be serving the national interest 
bodily conceived. 

Lastly, Mr. Chairman, I would like to make one personal comment 
on economic warfare. We might better discuss it in executive session. 
But briefly, I am very concerned by what has come out in these hear- 
ings where people say, “Oh, well, if they don’t sell the stuff here, they 
are going to sell it somewhere else,” talking about the Communists. 
Well now, they are not just selling this stuff for the fun of it. They 
want to get into Germany, and Belgium and France and Holland and 
those countries, not just to sell the gricultural commodities, but to 
get important machinery and chemicals and supplies for, their own 
defense and war machines. The only way they ape of paying for 
the things that they want is to pay for them with agricultural com- 
modities, 

We do not permit any trade with Red China in this country. You 
cannot buy their postage stamps; you cannot buy their antiques; you 
cannot send them any money, but when we do not use our barter 
devices and economic warfare tool and we say, “Oh, well, maybe the 
Chinese will sell here and maybe they will sell there and maybe the 
Russians will sell here,” what we are doing is opening up all of the 
rest of the industrialized nations of Europe to the Communists for the 
very things that they want to get. I think the barter device could be 
effectively used to cut them out of these things if we want to do it. 

Mr. Chairman, I appreciate very much the opportunity of being 
here, and will try to answer any questions. 
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(Tables 1 and 2 follow :) 


TABLE 1.—U.S. metal and mineral imports 


Strategic and critical materials for stockpile purposes are defined as follows pursuant to section 2a of Public 
Law 520, 79th Congress: 

“Strategic and critical materials are those raw or semiprocessed materials that are required for essentia} 
uses in @ war emergency, and whose procurement in adequate quantities, quality, or time is sufficiently 
uncertain for any reason to require prior provision for their supply.’’ 

The stratezic and critical mineral materials fisted by ODM on Septe:nber 12, 1957, are given below, together 
with notes as to the adequacy of domestic supply to meet peacetime (1957) consumption. Wartime 
rome nents in general exceed peacetime needs, hut under the changing strategic concepts (possibility 
of brief nuclear war), war uses May be reduced except for a few materials with high tenperature and 
special property characteristics. Materials italicized are in the most deficient supply position, 


Admins W< ng, 3 sees} 9-5 denen <0 Manufactured, 75 percent from imported 
ores. 
nage Spemeplage flit AiR ulate Import 85 percent of primary supply. 
Asbesios, amosite___- 22... .--.---- Import 100 percent. 
Asbestos, chrysotile. ......--.-.----- Import 90 percent plus of strategic grades. 
Asbestos, crocidolite.......-.--.-.--- Import 100 percent. 
sl el re ic 
ree, weeees race... 8. Import about 75 percent. 
Bauxite, refractory grade_________-- 
Batelissi 3: dap ccuaiueenisd-wiiewsns—b Import 90 percent. 
Ertan as edict <e-e ie Import 50 percent. 
I Import 70 percent. 
es eee one ey anon Import 95 percent. 
Chromite, chemical grade __-____-.---- Import 100 percent. 
Chromite, metallurgical grade -_- ~~ -_-_-- Import 90 percent. 
Chromite, refractory grade____------- Import 100 percent. 
aE ws Gita me a Import 70 percent. 
en ee SA ee ape ee Import 85 percent. 
Cea OR 2 ho sc PDL Import 20 percent. 
Cormaets 66 ape bebe ieee eg -inds Import 100 percent. 
Cee DOAMTO | iw boo tee nba nwye Do. 
Diamonds, industrial—bort and Import 100 percent, synthetic process ean 
stones. produce some of requirements. 
Fluorspar, acid grade_______-_..--- Import 50 percent. 
Fluorspar, metallurgical grade___-- --- Import 65 percent. 
Graphite, Ceylon—crystalline and 
amorphous. Import 100 percent. 


Graphite, Madagascar—erystalline 
and amorphous. 

Graphite, other than Ceylon and Nearly self-sufficient. 
Madagascar—crystalline. 

DS cnet ae hao necinnnness Import 50 percent of primary lead. 

Deal CIEE OT Ae Manufacture from sea water. 

Manganese, batiery grade, natural ore. Import 90 percent. 

Manganese, battery grade, synthetic Manufacture from imported and domestic 
dioxide. . 1 ores. 

Manganese, chemical grade, type A ore- ae 

Moawntn, chemical grade, thpe B ore. }Import 100 percent. 

Manganese ore, metallurgical grade_.__ Import 90 percent. 

I ke ax, Ray Eb le biel bs Import 40 percent. 

Mica, muscovite block, stained A/B 
and better. 

Mica, muscovite block, stained B and 
lower. 

Mica, muscovite film, first and second 
qualities. 

Mica, muscovite splittings --- ----- ] 

Mica, phlogopite block -- ------ _ 

Mica, phlogopite splittings-_-_- ~~~ --- | 


Import 98 percent. 


Import 100 percent. 


Molybdenum - - --_--------- ... United States produces 90 percent of 
world supply. 
ee we eae Import 90 percent. 
Platinum group metals: 
RS oo. eae ss Import 25 percent. 
See . Import 98 percent. 


Platinum -_- --- a a Import 95 percent. 
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TABLE 1.—U.S. metal and mineral imports—Continued 


Ouarte erystals_....--.--..------..- Import 100 percent, can by produced syn- 
‘ thetically. 
Rare earths. ------------ Sssseasned Essentially self-sufficient for cerium groups, 


problems could arise if demand for 
heavy, yttrium groups increases. 


ERM Sic oc8scasiccecictessccese. Essentially self-sufficient. 
Selenium - ------------ sdtusdasdilan Essentially self-sufficient, part refined 


here from imported copper ores. 
Talo, steatite, bloek_-----.-...--==.- Synthetic can meet needs. 
Tale, steatite ground____.-_........ Essentially self-sufficient. 


Ween. Gt Soscssceebecsssssusads Import nearly 100 percent. 

megs S555 cescsec< sce Bhudd Import 100 percent. 

DERG i caccay os6cssscacus cane Can produce present needs at over market. 
price. 

Vanadium --_-...---------------.--. Present excess because coproduct with 
uranium. 

Bie Fels sk al see eee Import 45 percent. 


Submitted by the Director of the U.8. Geological Survey in hearings by the House on the supplemental 
appropriations bill for fiscal year 1959, June 26, 1958. 

In addition to the stockpiled minerals and metals, others are essential to our 
peacetime economy and yital for present military uses, and still others promise 
to become vital for the future technology of high temperature and special purpose 
materials. 


Boron Indium Scandium 
Cesium Iron Thorium 
Germanium Lithium Uranium 
Hafnium Rhenium Zirconium 


TasLeE 2-A.—Melting points of all elements above iron (and selected ones below) 





oF. 
Carbon, graphite - - - -- - oso men chem © aljene Seve tenrmelseneah anes: qutlitadabe ma tiians waite oe dedeiitaeendidl aaa 
Th oe cg 34 ~~~ ~5 cp sp a gu a cape haga Ww hUe nx oe ieee eat eae 6, 143 
PIS oaks oe ob oe = 6 hg a ae eee ee ow ae Seam 5, 738. 
PROUMHMDIOMBL Ji toe i a a ls Jee cee 5, 432 
TI oo ooo po wo ones seen essa wns teh eelbetledsneth ane 
a nehr as A En can i ek oe 1s ern annie kainate «hg aieie anaes 4, 892 
IES Ub wale no nemrene un cup peeve agbebedaaeige oun theta 4, 752 
Peatmeenuine 2 io ee eee eb ek. sa ela 4, 532 
is etic onmay nino aban = +> oped areal din aie ¥ ome bins been 4, 449 
Capen AIO RINED TE On pd ae ccd y apld- -~hdnen <2i-be de - —paenaeh 4, 379 
it be ets oe veh carbiecatinc al iis oes seclh Sa meant an de elite ei tle 3, 866. 
RS hE piste ao ye ood bye ou hada daelels  eUewe deme yee 3, 682—4, 172 
Pom SE Oe LeU ie ALU AU a as 3, 571 
I or ce sri dik eyed cae test: edeeel 3, 434 
Zirconium - - - - - - os ew: ness. We dps cap lb ge emo 3, 353 
a6 ie ie Big She dé on) one baton ant tchtacho dt etielé tana 3, 272 
PRE. a ok ot een occ beak. nee eU Looe ae 3, 223 
VaROGam. <2 .<- in. ~s- oso Sctanb wanes needs ieee Soe. os 3, 110 
Thorium. __.__- ayn era nip ay tesla cw els ll es art ct cleaeel tc cadence eC a 3, 074 
EL. 15 rine dod d- <p bi « dvreue tuardcnin dees 1 ako enumerate a eee 3, 074 
Actinium _-- eee a skewness te anak teen Ral Oba koe ee 2, 912 
PemeNMN Shc ig. eke EE Re ee eo) 2, 829 
ie did os an. wich em aby jin wie ci dine « ae ao Rabe id LO te Ee, 2, 802 
CG OD sac el ets Dice un wel iets oe Senin whi bil Sd bib de tara Le 2; 723 
Sc Ss, rm oo Seen eh an eee Lae 2, 687 
aus os peediitine iiinaiaeeie: An 2, 651 
MO veo tute Seb le ea de eee ue aoe aie eee 2, 606 
OPO San ULL 1 SELL subd Sd SUA bes. Fide 2, 332 
CONNIE, 50 ey os oe usu ceo eee poe dB) cell Le 1, 981 
PEG Fe se ne cake ee ee ee 1, 22 
On Padewes. $8 2U a. a SR Re. oe Se Le one Cee ee ee 786 
MOOG. bine on ci ce se a ee et EE BAO A AeA MSR. 621 
ee ee ae 448 
44273—59—_-44 
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TABLE 2-B.—Melting points of certain refractory compounds 


°F, 
init ROMNN 3 oe oe UU S ie ba co eon noose ssen eee 7, 029 
es 6 0 cwmce ce aliids as cestcorasnccnaneqannnee qteae 7, 011 
I ik i a whi as cn cw ep go noe to en en eg , 404 
NS. Liat RSH UO sd ec owecesconecceuscsuscccesepen 6, 332 
Gd MORI IRINUR ice esti Oo So ede seek see ae 5, 972 
NER Lecce tlendisiuidngmedaqneqadeee+-cnce+sneseuseen 5, 684 
IIIS aS ES Sasi ouid oiw die os ees ts cose ewe suse tne 5, 540 
I ind diated Shiath dite poensctebs sabes senssebscedeuae 5, 432 
ED TO al iis Sec wedded ih phme es eno rcease ses sheeer ene 5,252 | 
eee UMNO Sates Bak ol iepend oot ene cess se cemwrequainl 5, 193 
NR MINEIIINUN inst Uh o's ntarcimeieetio~ nee poe san 2e9ecersne asa 5, 126 | 
ae MENOUNIED ... ... .. .., SE Ld oped oc sense - sen seeuseueemenen 4, 892 
SI INIINIIN 2 sac. eau tia de ung cde cogenen a—eqees an <k an aeee 4, 874 
eta Sa een aw wis a oes a as 4, 752 
RI OtieilinG.. 465) hed re. etd + Sein oonm ene vke sna Jéa aie 4, 622 


The Cuarrman. Dr. Morgan, we thank you very much for your 
very fine statement. I congratulate you on the presentation of the 
statement. 

Are there any questions ? 

Mr. Horven. You recommend that the present restrictive wording 
of section 6 of Public Law 85-931 be changed. Who would make the 
finding or decision as to the need of critical materials? 

Dr. Morean. I trust the President to do it if he had the wording 
and I suggest the wording “any element in usable form where known 
domestic supplies are inadequate now or in the foreseeable future,” 

Mr. Hoeven. It should be spelled out as to who is to make the 
finding ? 

Dr. Morean. Yes, sir. 

The Cuarrman. For the materials? 

Mr. Hoeven. It says supplies “are likely to be inadequate for de- | 
fense or industrial needs at any time in the foreseeable future.” Some- | 
body will have to make the finding. 

The Cuarrman. Under the law, we authorized the President to fix 
the strategic material list, listing the articles that you can use in 
barter. 

Dr. Morean. That is right. He does get himself into a little bit of 
a corner though by that wording—it has to be a material where we 
do not now produce our requirements. It ought to be one where we 
not only do not produce it now, but where in the foreseeable future, ' 
we might not produce it. 

Mr. Hoeven. This is simply broadening the field of materials from 
which he could choose. 

Dr. Morean. Yes. 

Mr. Tracve of California. Do I understand, Mr. Morgan, that you 
are here strictly as a private citizen ? 

Dr. Morean. That is right. 

Mr. Tracur of California. Not directly or indirectly in any way 
representative of the metal importing firms? 

Ir. Morcan. I have indicated in my statement, sir, and I repeat, 
that in my consulting practice, I do advise various U.S. Metal and 
mineral firms, but I am appearing this morning as a private citizen. 

Mr. Tracur of California. Thank you. 

The Cuarrman. Thank you very much. 
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Mr. Coap. I would like to make one statement in reference to your 
statement in support of the Government assuring that there will be 
readily available edible food supplies for our own people and our 
allies. ‘This is directly in line with the bill that I have offered on 
which I have received some support from the OCDM, and I believe 
that it makes little sense to pour billions and billions of dollars into the 
hardware of warfare if we have nothing with which we can sustain 
ourselves in case of an attack, which is vitally true right now in re- 

ard to our food supply. We have all kinds of guns, nuclear weapons 
and military applications of machinery, but we do not have any kind 
of an adequate place prepared to store a supply of food. I think you 
have touched on a very, very important piece of information here, 
and an idea, and I would recommend that our committee go further 
into this proposal and this recommendation which you have made, 
Dr. Morgan. I appreciate it very, very much. 

Dr. Morean. Thank you very much, 

The Cuarrman. Thank you very much. 

Our next witness is Dr. George A. Casto, Director of the Projects 
Administrative Division, Defense Materials Service, GSA. 


STATEMENT OF GEORGE K. CASTO, DIRECTOR, PROJECTS ADMIN- 
ISTRATION DIVISION, DEFENSE MATERIALS SERVICE, GSA; 
ACCOMPANIED BY W. M. B. FREEMAN 


Mr. Casto. Mr. Chairman, I am George Casto and this is W. M. B. 
Freeman of the General Services Administration. We do not have a 
prepared statement, but insofar as the Agriculture Trade. Develop- 
ment Assistance Act is concerned, the General Services Administra- 
tion acts as custodian of the supplemental stockpile. We furnish 
advice to the Department of Agriculture insofar as the material and 
of barter transactions are concerned and we inspect, ship, and store 
those materials, 

The Cuarrman. Mr. Casto, I want to thank you and your asso- 
ciate for appearing here, I want to direct your attention to one or 
two pertinent things. 

The first is that I have said several times that all the programs in 
Public Law 480 have been administered in such a way as to be 
remarkably free from criticism. This committee has, during all 
these days and weeks that we have been holding hearings been ask- 
ing for criticism, trying to find out what is wrong, if anything, 
with this program, and the authority under which it is operated and 
the manner in which it is operated. 

Just a few days ago, a witness came before the committee that 
charged the administration with having bypassed normal trade chan- 
nels and American businessmen and another charge was that our 
Government had been buying metals and materials at a price which 
was too high. 

Now, either one of those charges are serious and grave in my opin- 
ion, It, of course, certainly was not the intention of Congress to by- 
pass normal trade channels, nor was it our intention that minerals 
should be bought at exorbitantly high prices. 

Now, I wish you would explain to us just what does take place in the 


field of pricing metals and materials that are acquited by our Govern- 
ment, 
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I understand, of course, that a businessman engaged in one of these 
transactions might buy surplus agriculture commodities at the lowest. 
price possible and in turn might also buy materials and metals at the 
lowest price possible with the idea of making the highest possible 
profit. We have also been told that there is no definite way to deter- 
mine the profits that are involved in these transactions. 

But tell us just what actually happens when our Government ae- 
quires metals or minerals under these programs. 

Mr. Casto. Well, Mr. Chairman, the Department of Agriculture 
would come up with an offer that they have received which they would 
transmit to the General Services Administration requesting advice as 
to the prices that would be quoted by the offerer insofar as the barter 
transaction is concerned. 

Now, we consider ourselves to be merchandising specialists insofar 
as the strategic and critical material end of the transaction is con- 
cerned. We do not know anything about the agricultural commodi- 
ties in any way, shape or form. 

So, consequently, we price out the material that is being proposed 
for barter on a strictly dollar basis. The advice that we give to the 
Department of Agriculture is no different than the price that we 
would pay ourselves if we were in the market for a given material 
and going to pay for it in dollars. 

The CHatrman. Are you aware of any instance in which our Gov- 
ernment has paid too much for any of the metals and materials we 
have acquired under these programs ¢ 

Mr. Casto. No, sir, I am not. 

The Cuarrman. Actually, the record, I think, shows that the metals 
and materials we have acquired are worth more today than they were 
at the time we acquired them. 

Mr. Casto. That is correct. The criterion that we use is that if the 
various barter contractors come in and complain bitterly to us that 
we are pricing much too low and making it impossible for them to do 
business, that we are pricing out properly. 

The Cuarrman. Well, have you received any complaints from any 
businessmen to the effect that you were paying or that our Govern- 
ment was paying too much for these metals and materials. 

Mr. Casto. No, sir. We have received complaints that we were 
not paying enough for them. 

The Cuarrman. Well, are you aware of any case where the admin- 
istrators of these programs have bypassed American businessmen and 
normal trade channels? 

Mr. Casto. No, sir. All of the business that I have any knowledge 
of all has been done through normal trade channels. 

The CaarrmMan. That is what I thought too. 

I think that is a definite answer to the charge that has been made 
here. 

I will ask you one more question. I have asked this question of just 
about every witness that has appeared. 

Are you aware of any barter transaction which has been consum- 
mated under this law which has displaced the dollar transaction? 

Mr. Casto. No, sir. 

The Crarrman. Are there any further questions? Mr. McIntire. 

Mr. McIntire. May I ask whether in your capacity, you would 
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be required to evaluate whether or not any of these transactions re- 
placed dollar sales? 

Mr. Casto. No, sir; we would not. 

Mr. McIntire. Thank you. 

The CHairman. If there are no further questions, we thank you 
gentlemen very much for your appearance here this morning and we 
will now call Mr. Palmby. 


STATEMENT OF CLARENCE D. PALMBY, VICE PRESIDENT, 
COMMODITY CREDIT CORPORATION 


Mr. Patmsy. Mr. Chairman, I have with me the same companions 
that I had the last time I appeared before this committee. 

The Cuairman. You call them companions rather than bureau- 
crats, do you? 

Mr. Paumey. I like that term much better. 

The Cuairman. All right, sir. We are delighted to have you and 
your companions with you. 

Mr. Palmby, may I thank all of you for coming back here this morn- 
ing, and I was prompted to ask you to come back because of some 
statements that have been made by a witness or two who have ap- 

eared here since you were here. 

Now, I think I stated to you that I thought that the programs which 
have been administered under this law have been very remarkable 
free from criticism. I mentioned the fact that as chairman of the 
committee I had received no complaints from any businessmen to the 
effect that private businessmen of America were being bypassed or 
that ean trade channels were being ignored and yet the very posi- 
tive statement was made here to this committee, to the effect that 
in these transactions private trade channels had been ignored and 
private businessmen had been bypassed. 

Now, that is a serious charge in my opinion, because it clashes with 
the clear intent and purpose of the law. 

I would like to ask you, are you aware of any case in which the 
American businessman has been bypassed and normal trade channels 
have been ignored ? 

Mr. Patmsy. The answer to the question as regards our operating 
the program is “No.” We have not bypassed normal channels of 
trade, but I would have to hasten to add that the presence of a sales 
program whereby CCC commodities are bartered, rather than com- 
modities being drawn from the free market certainly can be inter- 
preted by many people on the outside as bypassing the normal chan- 
nels of trade. 

The Cuamman,. But it is compatible with the intent of Congress? 

Mr. Patsy. Yes, sir; it is. 

The Cuamman. Now, the other charge that was preferred here is 
to the effect that our Government in these barter transactions have 
been paying a price which was too high for the metals and minerals 
we have acquired. 

What is your opinion in regards to that. charge? 

Mr. Patmpy. Mr. Chairman, I think this is a serious charge and in 
reference to the telegram which was sent me yesterday from this com- 
mittee, we were concerned that any members of the committee would 
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not understand this pricing and in turn the discounts which have been 
inherent in the program and we were so concerned about this that I 
prepared a statement. which I think covers quite thoroughly why in 
these barter transactions certain discounts are inherent which would 
lead people to believe that the pricing mechanism itself was at fault. 

The Cuatrman. All right, sir. I will not interrupt you any more, 
I will let you finish your prepared statement. 

Mr. Patmpy. With your permission, I will read this statement as 
rapidly as possible. 

The Cuarrman,. All right. 

Mr. Patsy. I am pleased to have the opportunity to comment on 
your telegram of July 25, in which you imply that all criticism of the 
barter program stems from the restrictions which we have placed on 
the export of the agricultural commodity. We differ with the con- 
clusion. As we have followed the testimony before your committee 
we have failed to note any instance where an exporter of agricultural 
commodities has recommended a removal of those restrictions. Their 
criticism has been directed at the barter approach wherein discounts 
are inherent to some degree. 

I would like to review with you briefly the general pattern of barter 
operations both under the unrestricted program of a year or so ago 
and the current program. In both cases practically all of the agri- 
cultural commodities exported under barter were actually exported 
and disposed of by the major agricultural exporting firms acting as 
agents for the barter contractors whose primary interest and concern 
has been and is the importation of materials into the U.S. market in 
quantities additional to the normal demand. 

I should like to digress a moment from my review of barter opera- 
tions to make a point which I think is paramount to an understanding 
of the pressures for barter expansion. The materials which we are 
offered under ths barter program are, in general, as surplus to the 
world current demand as are our agricultural commodities. When we 
accept them under the barter program for transfer to the supple- 
mental stockpile, they are completely isolated from the market. True 
additionality was provided for them by Congress with the passage 
of section 206 of the Agricultural Act of 1956. 

Our agricultural commodities which we make available in exchange 
are not isolated from the market but become an integral part of the 
world movement of those commodities. They are disposed of by the 
same U.S. exporters who export for cash, bought by the same im- 
porters in foreign countries who buy for cash, and in the end, con- 
sumed or worn by the same consumers who pay for the commodities 
with cash. 

We wonder how enthusiastic about barter the regular importers of 
metals and minerals into the cash market of the United States would 
be if the Commodity Credit Corporation was in a position to negotiate 
discounts for disposition of bartered materials into the current mar- 
ket in direct competition with materials they had hoped to sell for 
U.S. dollars. Fantastic and absurd as this may seem, it is exactly what 
the proponents of unrestricted barter are asking to be permitted to 
do with our foreign markets for agricultural commodities. 

Bearing in mind this basic difference in the relationship to the 
market of the agricultural commodities and the materials involved in 
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barter that of complete isolation from the market of the materials and 
complete integration into the world market of the agricultural com- 
modity, I would like to continue with the general review of barter 
operations. i Tork hs 

As I stated before the barter contractor is primarily concerned in 
finding a market for his material. After negotiating an acceptable 
price or exchange value for the material, he becomes concerned with 
how he is going to get his money out of it. He has a quantity of agri- 
cultural commodities on his hands which must be exported. He has 
no agricultural commodity export connections as a rule and, therefore, 
logically turns to someone who has such connections. Being a good 
businessman he shops around and makes the best deal he can. The 
discounts you have heard so much about are in simple terms brokerage 
fees charged by the agricultural export firms to take these agricul- 
tural commodities off the hands of the barter contractor for currency 
acceptable to him, and dispose of them in export outlets that will be 
OK’d by Commodity Credit Corporation. 

In the days of unrestricted barter this was a simple matter. The 
U.S. exporter of agricultural commodities had his regular export out- 
lets. When he was offered a million bushels of wheat delivered ship- 
side by CCC as a result of a barter transaction, he was willing to 
accept that wheat and dispose of it in the normal course of his busi- 
ness for a very nominal brokerage fee. This brokerage fee was a dis- 
count but since it merely covered services rendered and did not become 
a factor in the export price no one complained. It has been reported 
to us that on occasion, when free stocks of U.S. agricultural com- 
modities were temporarily in short supply, exporters of agricultural 
commodities actually competed for barter commodities because of the 
ready access it gave to Government stocks. 

The reason your committee had no complaints concerning the opera- 
tions of the barter program then was because no one suffered except the 
taxpayer and he didn’t know what was going on. 

he barter contractor found an additional market for his materials 
where they not only didn’t affect his cash market for those materials, 
but also tended to improve that cash market by their removal from 
the world supply. 

The barter contractor was able to convert those materials into either 
US. dollars or other acceptable currency by paying a reasonable 
brokerage fee to the exporter of agricultural commodities for taking 
those commodities off his hands. 

The U.S. exporter had agricultural commodities delivered to him 
without the trouble of buying and assembling in the free market. or 
even buying from CCC. He moved those commodities into his regu- 
lar export outlets and received a brokerage fee for doing it. 

The foreign importer bought his U.S. agricultural commodity needs 

as usual and in many instances was completely unaware that they had 
ever been a part of a barter transaction. 
_ What happened to the taxpayer? Were the dollars paid by the 
importer of these commodities used to remove free stands from the 
U.S. market and thereby decrease the amount that came into CCC’s 
hands? No. 

Were these dollars paid to CCC for the agricultural commodities 
and thereby decrease the national debt as represented by CCC's bor- 
rowings? No. 
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They were paid to the importers of materials who had found a pro. 
tected isolated market in the supplemental stockpile. 

The Commodity Credit Corporation was made partially whole by 
restoration of capital. 

The taxpayer, however, paid the bill when, under section 206(¢) 
of the Agricultural Act of 1956, there was authorized to be appropri- 
ated, amounts equal to the value of any bartered materials transferred 
to the supplemental stockpile. 

If I may speak very frankly, gentlemen, the Congress gave the 
minerals importers a blank appropriation account and guaranteed 
them complete immunity of any price depressing effect on their cash 
market. This, in simple unvarnished terms, is what unrestricted bar- 
ter means when it is stripped of all the romantic and exotic propa- 
ganda about trading something we have in surplus for something of 
lasting value. 

Now, let me review with you, in general terms again, what happened 
when we in the Department attempted to place some restrictions on 
the disposition of bartered agricultural commodities in keeping with 
the law. 

Section 303 of Public Law 480 says: 

In carrying out barters or exchanges authorized by this section, no restrie 
tions shall be placed on the countries of the free world into which surplus 
agricultural commodities may be sold, except to the extent that the Secretary 
shall find necessary in order to take reasonable precautions to safeguard usual 
marketings of the United States and to assure that barters or exchanges under 


this act will not unduly disrupt world prices of agricultural commodities or 
replace cash sales for dollars. * * * The Secretary shall endeavor to cooperate 


with other exporting countries in preserving normal patterns of commercial | 
trade with respect to commodities covered by formal multilaterial international | 


marketing agreements to which the United States is a party. 

We are in hearty agreement with each of the objectives stated as 
justification for restrictions. The restrictions we have imposed on 
the movement of bartered agricultural commodities have had no other 
purpose than the attainment of those objectives. 

The fact that your committee has received complaints is, we believe, 
the best assurance we can get that we have been at least partially suc- 
cessful in attaining those objectives. I will attempt to tell you why 
I believe this is so. 

The barter contractor now has to give some consideration to the 
agricultural export end of the barter transaction. It is not sufficient 
for him to merely negotiate an acceptable price for his material and 
then shop around among the U.S. agricultural exporters to see who 
will take the agricultural commodities off his hands for the lowest 


brokerage fees. He has to develop, either by himself or in coopera: | 
tion with the agricultural exporter, an outlet for the agricultural | 


commodities that is at least remotely connected with the movement of 
the materials and offers some hope of being additional. 

The U.S. exporter of agricultural commodities finds his usual sales 
outlets at least partially closed to barter commodities. He has to 
expend energy, time, and money to find other outlets which he can 
convince the CCC give hope of being additional. The law of supply 
and demand begins to take effect. As the bartered agricultural eom- 
modities are superimposed on the normal world movement of those 
commodities, the normal way to increase their acceptability is to cut 
the price. 
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So the U.S. exporter exacts from the materials importer not a 
nominal brokerage fee as he did, but that plus compensation for find- 
ing a market that is over and above normal movement, and an amount 
necessary to permit him to cut the price enough to create that market. 
So there you have the discounts that are deplored so much. 

The materials importer of course is dissatisfied because he has to 
either buy his surplus materials much cheaper or has to give a larger 
portion of his profits to the U.S. agricultural exporter. 

The U.S. agricultural exporter whose major business is exporting 
for cash finds himself competing with himself. When he has to cut 
the price to move the bartered commodity into additional channels, 
his normal movement cash customers want similar price concessions 
and so the tail wags the dog in the disruption of world prices. There- 
fore, the agricultural exporter is dissatisfied. 

Mention has been made of more than a fair and reasonable price 
having been paid for the materials. We are not experts on materials 
prices and have confidence in the people in GSA who are advising 
us on such prices. It does not stand to reason that the prevailing 
discounts are the result of a willing sharing of profits by the materials 
importers. If the agricultural commodities could be moved in addi- 
tion to normal exports without price cutting these large discounts 
would not exist. ‘The materials importers are critical of the pricing 
policy on materials and contend it chould be more lenient. 

We are not opposed to all barter. We believe barter has a place 
in our surplus disposal efforts. We believe, however, we are aware 
of its limitations and the pitfalls inherent in the approach. 

We have operated a program with no restrictions where both the 
materials importer ate the agricultural commodity exporter were 
relatively happy. The taxpayer was paying the bill in additional 
appropriations to restore CCC borrowing authority and it was very 
questionable in our minds that the agricultural surplus was being 
reduced. 

We have operated a program with restrictions designed to accom- 
plish the objectives of the law. We believe we are getting some addi- 
tional exports as a result of barter. We intend to strive for additional 
exports through barter and hope to minimize to the greatest extent 
possible the disruption of world prices, replacement of dollar sales. 
and displacement of usual marketings through future operations of 
the barter program. 

I further have an additional statement on movement of agricultural 
commodities from Soviet bloc countries, together with some tables 
that I think would be of great interest to the committee and this 
statement is as follows. 

In connection with the discussion of agricultural exports from 
the Soviet bloc countries, I have several tables which have been 
prepared for insertion in the record of the hearing of July 21, 1959, 
and may be found beginning on page 437. 

These tables represent a comparison of exports from the United 
States and from the Soviet bloc countries to the United Kingdom, 
Japan, the Netherlands, West Germany, Italy, and Belgium, Luxem- 
bourg. 

I also have a table which shows a comparison between agricultural 
exports from the United States and the Soviet bloc to all of the 
countries designated “A” under the barter program. 
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In total, our exports of grains, soybeans, and cotton to the free 
world are about 10 times those of the Soviet bloc countries. In the 
A countries, which, remember, are the sound currency countries, we 
export about 35 times as much cotton, 8 times as much soybeans, 25 
times as much wheat and flour, 30 times as much corn, and 23 times 
as much barley as the Soviet bloc countries. 

Some mention has been made during the hearing of cotton exports 
from Russia to Japan. The tables we have show no cotton export, 
but it covers the fiscal years 1957 and 1958. Actually earlier this 
year, Russia did export 1,082 bales of cotton to Japan. This com- 
pares with our annual exports of from 500,000 to over a million bales 
each year to Japan. 

The Department of Agriculture released a short publication in 
April entitled “Europe’s East-West Trade in Food.” 

I would like to quote a short excerpt from this report. 


The postwar decline of Eastern Europe as a supplier of agricultural products 
to Western Europe shows so far little indication of change. This group of coun- 
tries supplied close to 7 million tons of grain or about one-fourth of Western 
Europe’s large net grain imports before World War II in addition to certain 
quantities of sugar, potatoes, legumes, and meat. 

In the early 1950’s they shipped only a fraction of the prewar quantity and 
in 1955 net grain exports to Western Europe became insignificant. Although 
somewhat larger in 1956 the net figure came to only 340,000 tons, 5 percent of 
the prewar quantity. In the following, 1957, the U.S.S.R. greatly expanded 
total exports of all grain to all countries, owing primarily to a good crop in the 
U.S.S.R., coinciding with a poor crop in the satellite countries, but grain exports 
from the U.S.S.R. to Western Europe actually declined, the whole of the increase 
going to other Hast European countries. Large imports of farm products, 
especially grains, are likely to continue to be needed by the East European coun- 
tries outside the U.S.S.R. and the U.S.S.R. is likely to remain the principal sup- 
plier of such imports. In other words, ‘the East European countries outside the 
U.S.S.R. show no sign of becoming large-scale exporters of grain to the West 
again. 

In the U.S.S.R., grain crops beyond basic domestic needs are utilized for 
expansion of livestock production as well as for exports largely to non-Western 
countries. Occasionally, exports to Western Europe may become substantial, but 
the other outlets are likely to claim the bulk of the grain surpluses. 


This is the end of the quotation. 

It is, of course, true that in some years due to weather and crop 
conditions Russia will be able to export more grain than other years. 
We believe here wheat exports may be a little higher this year. There 
has been a big expansion of wheat acreage in Russia in recent years, 
However, to date there is little or no evidence that there are any long- 
term trends which indicate that the satellite countries are taking away 
our markets or are even regaining the market which they held in 
Western Europe before World War IT. 

Thank you, Mr. Chairman. 

The Cuamman. It is a fact, though, that in those hard currency 
countries our exports have dec reased astonishingly. I had an esti- 

mate here the other day that it was approximately a half billion 
dollars. 

Mr. Patmpy. Yes; as we pointed out, I believe last year, Mr. Chair- 
man, our cotton exports were drastically down. Looking ahead just 
a bit, I think we have a figure that should be of interest to the com- 
mittee. 

Through July, which will be the end of this week, we will have 
registered over 1 million bales of cotton to be lifted after August 1 
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We announced our new price policy on May 17. So between May 17 
and August 1, we will have registered for advance shipment over a 
million bales of cotton in this period of time which again is far beyond 
our most optimistic thinking at that time. Presently these registra- 
tions are being made at the rate of 135,000 bales a week, which we think 
is quite fantastic. 
ll I am saying is as we look ahead we expect to have an excellent 
ear on cotton movement and if this is the case, there is no question 
in my mind but as regards those hard currency countries we shall have 
an excellent year. 

The CuarrMan. Well, let me call your attention to a telegram which 
Ihave just received. It reads as follows: 

Seriously impending barter program by failure announce new regulations on 
cotton effective August 1. 

Now, have you failed to announce the new regulations that would 
be effective August 1? 

Mr. Patmpy. Yes, sir, Mr. Chairman, and certainly this is a situa- 
tion I regret. It is not as serious as it seems on the surface. 

What has happened is we have an extremely complicated piece of 
legislation in our present price-support legislation for cotton and we 
have had a very heavy workload in getting out our regulations gov- 
erning the purchase and disposing of cotton under this program. As 
a result and we just did not make the deadline, so that the barter con- 
tractors could purchase cotton from us yesterday. Now, 2 weeks 
from yuberdny he will be able to because the regulations will be out, 
but for our first sale under the new catalog which was held yesterday, 
our regulations for selling under the barter program were not avail- 
able. This means in simple terms that for the few contracts that 
barter holders now have in their hands, that they were not in a posi- 
tion to bid yesterday and this only applies to those holding contracts 
that expire some time after August 1. 

The Cuamman. Well, you think that the delay will be prolonged ? 

Mr. Patmpy. No, sir. The next time that we offer cotton, which 
will be 2 weeks from yesterday—I believe the date is August 10—our 
terms and conditions will be out. 

There are very few contractors who have been affected by this 
delay. 

The Cuatrman. Well, how do current commitments as of August 1 
of this year compare with commitments of last year? You sold sub- 
stantially more cotton at this time last year than you have now. 

Mr. Parmpy. No. Last year we were operating a dual program. 
We were operating what I choose to call a limited payment in kind 
program. It was limited because concurrently with it we were con- 
ducting our regular sales program from CCC stock. 

There is no comparable figure I can give you because we were sell- 
ing currently out of CCC which was the big export program last 
year and at the same time operating this advance registration PIK 
program whereas this year we have only the payment in kind export- 
ing program. 

So there is not comparison to give you really, because we had the 
two a vear ago, only one this year. 
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However, we have already had more advance registrations before 
the beginning of the marketing year than we moved under the entire 
payment in kind program last marketing year. 

The Carman. Mr. Palmby, you made a statement on page 4 
with reference to old barter programs. 

Mr. Paumpy. Yes. 

The Cuarrman. To this effect : 

The foreign importer brought his U.S. agricultural commodity needs as usna) 
and in many instances was completely unaware that they had ever been a part 
of a barter transaction. 

Now, ‘that indicates to me that under the old program as it was 
operated, that businessmen went about their business in normal 
fashion and they were not aware of the barter aspects of the trans- 
action. During that time, I don’t recall having received any com- 
plaints at all and now you frankly admit yourself that since you have 
imposed these restrictions and designated countries as “A” countries 
and “B” countries you have a different situation which requires busi- 
ness people to demand larger commissions. Now, under the old pro- 

ram they received, you say, very reasonable brokerage charges, 
Tou call them brokerage charges. 

Now, these commissions, we understand, go as high as 18 to 20 per- 
cent in some instances, which Mr. Poage contends and I am willing to 
admit, does constitute somewhat of a disrupting force in the market 
but it is actually ability in barter and it gives the businessman a better 
opportunity to dispose of the commodities in the restricted area. 

Now, one other thing you mentioned at the bottom of page 4. You 
said : 

If I may speak very frankly, gentlemen, the Congress gave the minerals im- 


porters a blank appropriation account and guaranteed them complete immunity 
of any price depressing effect on their cash market. 


You complain about that, because you go on and say: 


This, in simple unvarnished terms, is what unrestricted barter means when it 
is stripped of all the romantic and exotie propaganda about trading something 
we have in surplus for something of lasting value. 

Do you realize you are criticizing Congress and the intent. of Con- 
gress? You say you are speaking frankly and you say that Congress 
gave the importers a blank appropriation and you said: 

Stripped of its romantic and exotic propaganda about trading something we 
have in surplus for something of lasting value. 

Now, you complain about that whole provision of the law; don’t 
you? 

Mr. Patsy. No, that is not true, Congressman Cooley. 

The Carman. What is the purpose of putting this in here? 

Mr. Patmpy. My purpose in putting it in is this: That it seemed 
to me in receiving the telegram from you and this committee that the 
question that most had to be answered was—‘Why the discounts?” 
Further, “Why the unhappiness this year as compared to former 
years when there was no unhappiness.” So what we are talking about 
is when we had an unrestricted barter program as compared to & 
restricted one this last year. 

The Cuatrman. Now, waita minute. Right there. 
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That fixes my point. You are saying in effect right now that we 
had an unrestricted barter program which enabled you to. barter into 
any. of the nations in the world except behind the bron Curtain per- 
haps and you impose these restrictions. The Department imposed 
the restrictions and designated certain countries as “A”: countries and 
certain countries as “B” countries and since you imposed the restric- 
tions the program has decreased in volume and: we have heard the 
criticism and the greatest criticism about the program is the volume 
at which it has operated, rather than in the manner in which it has 
operated. si Hee 

Now, you did impose the restrictions and limit the barter program 
to certain definite areas of the world and they are the underprivileged 
countries; isn’t that true? 

Mr, Pavmpy. Yes, sir, Mr. Chairman, and we did it because we were 
doing the best that we could, that Congress in its wisdom put into 
section 303 and again I read and quoted from the act when I read the 
statement and that is when the Department has been told by Congress 
that they shall enter in barter transactions only to the extent that 
those transactions do not unduly disrupt world prices or that they do 
not replace normal markets. 

The CuHArrman. Let me interrupt you to say that I think every 
member of this committee will still vote for section 303 just as it is 
written. No member wants you to disrupt normal trade channels or 
to displace dollar sales, but here is the language that you seem to fail 
to notice. 

In carrying out barter or changes authorized by this act, no restriction shall 
be placed on the countries of the free world into which such surplus commodi- 
ties may be sold. 

Now, you have placed restrictions on numerous countries of the 
free world and I called the names of the countries here during the 
course of these hearings. 

Now, why did you ignore that? 

Mr. Patmey. Mr. Chairman 

The Cuarrman. Congress says you shal] not impose restrictions 
and you admit you did impose restrictions. 

Mr. Patmpy. Yes, sir, we did, Mr. Chairman, and again there is 
further language in the legislation which says; 





Except to the extent that the Secretary shall find necessary in order to take 
reasonable precautions to safeguard usual marketings of the United States. 

The Cuatrman. All right, but the usual markets in those areas have 
decreased in volume and I called the names of the markets and I called 
the amount of our losses in exports. While you might have exercised 
in good faith the best judgment you were capable of exercising, the 
net result shows that you were not safeguarding usual marketings 
in those areas. 

If I understand the figures that I have—how can you say you were 
safeguarding the markets in Great Britain if our exports were de- 
creasing too greatly and the same way with France and the other 
countries, the Netherlands. 

_ Mr. Patmpy. Mr. Chairman, I did point out the other day- that 
item by item, taking coarse grains first, we have gone from an extreme 
of putting 50 percent of a smaller barter back when we had an un- 
restricted barter program into those Western European programs— 
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50 percent of our coarse grain movement during the peak of our barter 
program was being paid for by materials. 

Last year, when we moved a much greater volume of coarse graing 
only about 4 percent of this total movement was paid for by materials 
through barter. 

Going further with wheat, I pointed out how we did have an ab- 
normal year and without giving all of the ramifications I think the 
committee fully understands why we had a big movement one year, 
that since then we have had what we consider a normal market into | 
Western Europe and frankly whether we like it or not, we have come 
to the conclusion that in Western Europe there is a limitation to how 
much wheat we are going to put into those countries. 

Going to cotton, I have admitted many times that we certainly had 
a fall-off into Western Europe, but by the same token I can see no 
connection with the fall-off of those exports to any change one way 
or the other in the barter program and I am—I hate to make fore- 
casts, but I can’t help but be optimistic as I look ahead this next year, | 
I am really optimistic for cotton irrespective of what we do on barter, P 

The CuatrMan. Well, there is one further question I think in fair- 
ness I should ask you to answer. That is the charge to the effect that 
there was a Belgium barter transaction that disrupted a dollar trans- 
action. I think that charge came from the same source that the he 
other charges came from and I had understood that you were familiar 
with that transaction—certainly I am not familiar with it—and that 
perhaps you had personally approved it and that the transaction or 
the certificate of additionality had been issued by the highest official 
in Belgium who was authorized to make such certification. b 

Do you know what I am talking about ? . 

Mr. Patsy. Yes, I think I can talk with some authority on this 
transaction. Let me hasten to add that I did personally approve 
it—I guess I personally have signed most of the acceptances that 
we have issued the last year which is tantamount to a contract. §o, th: 
as regards that, the answer is “Yes.” t 

This Belgium corn transaction has received a great amount of z 
publicity. It was a sizable transaction. As we look back, I am 
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sure the causes of the most frustration in the market in Western ~ 
Europe and in Belgium at the time that this transaction was being ( 
consummated were severalfold. Re 

First, we had not done much barter business under this revised - 


program. So this was one of the first major deals that we had 
entered into. | F 
Secondly, there was a great amount of uncertainty which if we ar 
could retrack, I think we would have informed our people in West- avai 
ern Europe better than we did. But hindsight is always better bed 
than foresight. waa 
Going on still further, there was, because of this uncertainty | ear 
around this transaction—and this is the best reason I can give for} com 
it—a great amount of hesitation to make future commitments in} four 
the markets in Western Europe, particularly in Rotterdam. I can | " 
see why that was so because I was personally over in Geneva shortly | offer, 
after to negotiations of the wheat agreement and I talked with many{ modi 
of the country representatives over there. The thing that bothered State 


them above everything else was the lack of knowledge as to what) “"© 
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might happen next and consequently there was a great lull in the 
rkets. 

eae Mr. Chairman, that is the best answer I can give unless you 

want more details on it. We would be happy to go further. 

The CuHamrMAN. But you are not certain that it did interfere in 
any wa with normal transactions; are you? ; 

Mr. Patmpy. It did cause this: Because of the hesitancy for foreign, 
buyers over there to bid at the time there was a lull in the market and 
because of it, we simply stopped making acceptances on our payment 
in kind until the market settled down. So to this extent we did miss 
out on roughly 2 weeks of corn and related feed grain sales, and as 
to the effect this had on total volume of exports, I am not smart 
enough to know. ; 

The CHatrMAN. Well, now, I know we are pushed for time. We 
are past adjournment time, but I want to ask you two or three ques- 
tions. If you don’t have time to answer them or you are not pre- 
pared to answer them please supply the information for us in the 
record. 

Mr. Patmpy. Be happy to. 

The Cuarmman. First, I would like you to explain how barter 
transactions are cleared with the State Department. There has 
been some misunderstanding about it, apparently. _ 

We have been told that the State Department exercises veto power 
over just about all barter transactions and that they deal with specific 
and individual transactions, rather than the general pattern system. 

The next question is: Who is on the Interagency Committee on 
barter materials ? 

There is some indication here that there is a list of persons who 
serve on that Committee and that it is highly confidential. If it is 
confidential, we would like to know why it is confidential. 

Third, did the Department of Agriculture in April recommend 
that the list of strategic materials be increased and that other ma- 
terials be put on the list, and if so, why wasn’t the recommendation 
of the Department accepted, and what materials did the Department 
recommend should be on the list ? 

I think that is all that I have in mind asking, Mr. Palmby. 

(The answers to these questions as supplied by the Department of 
Agriculture are :) 

1, How are barter proposals cleared with the State Department? 


The Department of State is consulted at the time countries are classified for 
barter exports of various commodities. This is the classification by which each 
country is designated as “A,” “B,” or “C” for each agricultural commodity 
available for barter. This classification limits the amount of barter which can 
be done with countries classified “A” or “B” for a commodity since only bilat- 
eral and multilateral barters may be approved. An “A” designation is a further 
limitation which requires that the Department be reasonably satisfied that an 
individual barter proposal will not unduly disrupt world pries of agricultural 
commodities, replace cash sales for dollars, or (in the case of wheat and wheat 
flour) interfere with the normal pattern of trade by other exporting countries, 
who have signed the International Wheat Agreement. 

In addition to consultation on these general barter classifications, barter 
offers which are acceptable to the USDA and which involve “A” and “B” com- 
modity-country designations are cleared individually with the Department of 
State before an acceptance is issued by Commodity Credit Corporation. Clear- 
ance is by telephone from the Commodities Division, Office of International 
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Resources. If the State Department believes there is good reason not to accept 
an offer, it prepares a letter to USDA setting forth the basis for its conclusion 
and the offer is ordinarily rejected by CCC, 


2. Who is represented on the Interagency Committee which considers what 
materials should be eligible for delivery to the stoekpile under the barter 
program? 


A list of the current membership of the Supplemental Stockpile Advisory 
Committee for Barter, together with the agency each member represents ig as 
follows: 


AGENCY, MEMBERS AND ALTERNATES 


U.S. Department of Agriculture: Clarence D. Palmby. 

U.S. Department of Agriculture: T. R. Rawlings. 

Atomic Energy Commission: James P. Gerety. 

Bureau of the Budget: Bartlett Harvey. 

Commerce Department: Thomas Ourtis. 

Office of Defense and Civilian Mobilization: Wilbert G. Fritz; William G. 
Smith, alternate. 

Council on Foreign Economic Policy: Paul G. Cullen. 

General Services Administration: W. M. B. Freeman. 

Interior Department: Spencer 8. Shannon. 

International Cooperation Administration: Theodore L. Sweet. 

State Department: Sydney L. W. Mellen; Howard R. Brandon, alternate, 

Treasury Department: Robert W. Benner. 


8. Did the USDA, in April, propose the addition of certain materials to the 
barter list, what were these materials, and why were they not approved 
by the Interagency Committee? 


During March and April 1959, the Department proposed addition of metal- 
lurgical manganese ore, ferromanganese, zirconium, and hafnium oxide to the 
list of materials eligible for barter. The Supplemental Stockpile Advisory 
Committee on Barter approved addition of the recommended quantity of metal- 
lurgical manganese ore, and this material was added to the barter list by the 
President’s letter of May 4, 1959. Several members of the committee expressed 
concern about adding ferromanganese to the barter list because of unresolved 
problems related to deterioration of some lots of ferromanganese presently in 
storage. Committee members also advised that zirconium and hafnium oxide 
are produced in the United States in quantities more than sufficient to meet 
our requirements and, therefore, opposed inclusion of these materials. The 
latter three materials were, therefore, not recommended to the President by 
the Secretary for addition to the list of barter materials, At about the same 
time, the Department also proposed an increase of 2 million long dry tons in 
the quantity of Jamaican bauxite acceptable under barter and an increase of 
$28 million in the value of industrial diamonds. Various members of the Com- 
mittee advocated inclusion of different quantities of Jamaican bauxite and an 
increase of 800,000 long dry tons was approved by the Secretary. During the 
discussion on diamonds, the desirability of procuring at least a portion in the 
form of core-drilling stones was advanced. After considering the recommen- 
dations by the various Committee members, the Secretary approved an increase 
for diamonds of $15 million, with a provision that at least 50 percent of the 
earats obtained be in the form of drill stones. 

(A list of about seven other materials was also proposed by the Department 
for inclusion in the list of materials eligible for barter at meetings of the 
SSACB in March and April. Also, increases in the quantities eligible for 
barter of six other materials were suggested. However, no definite action was 
taken on these materials by the Committee and the Department did not press 
its proposals further. ) 


The Cuarrman. Are there any other questions? Mr. McIntire? 

Mr. McIntire. First, Mr. Palmby, may I express my appreciation 
as a member of this committee for the statement you have made this 
morning. 

You were before this committee previously. We had some change 
of comment relating to the table in this publication which the com- 
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mittee members have concerning the appreciation of value of the 
strategic materials in the stockpile in relation to additional cost. 

On page 4, at the bottom of the page, I think you have given some 
very clear comment on this relationship, and also on page 1 of your 
statement you have reference to the fact that these materials are 
in world surplus, much the same as our agricultural commodities are 
considered to be in surplus here. ; 

I am interested to inquire as to whether or not the relationship of 
these prices, of these materials and their effect on the market price, 
is not rather pointedly brought out in a recent release or announce- 
ment of release about some oils out of strategic stockpile and the 
resultant break in price which has come about because of that release. 
Are you familiar with that situation ? : 

Mr. Paumpy. Yes, I am. You are referring to coconut oil. 

Mr. McIntire. Yes, I am; that is right. 

Would you have at hand the prevailing price prior to the announce- 
ment and the current market situation subsequent to that announce- 
ment ? 

Mr. Patsy. I am sorry, I missed that point, Congressman Mc- 
Intire. 

Mr. McIntire. Do you have at hand the figure as to the prevailing 
price prior to the announcement when this was all being held off the 
market and the market situation currently or since the announce- 
ment? 

Mr. Paumesy. You are referring again to the General Services Ad- 
ministration announcement as regards coconut oil ¢ 

Mr. McIntire. Yes, I am. 

Mr. Patsy. I do not have this at hand. I am sure that working 
with General Services that we can supply this figure. I think, if I 
may say, Congressman, this is a good example of not necessarily sell- 
ing, because they have not sold any as yet. 

Mr. McIntire. That is right. 

Mr. Patmsy. But it is the very rumor of selling any material that 
is in ample supply that has a terrific deterring effect on the market 
and this is what we are talking about. 

Mr. McInrine. And it supports the observation, I think, that you 
made here. I can appreciate that those figures would have an effect, 
but it is my understanding that this offering does not in any sense 
propose an immediate dropping of the total quantity offered at any 
one time, and, in fact, any reduced amounts are supposed to be staged 
out over a period of time. Still, withstanding there were certain 
amounts in stockpile, releasing this report has had a very substantial 
effect on the market. 

Mr. Patmey. Yes, sir. We are aware of this fact. Mr. Congress- 
man, and we will supply you such information as we can, working 
with General Services Administration. 

Did you have a comment, Mr. Rawlings? 

Mr. Rawutnes. I just wanted to make one comment, Mr. McIntire. 
The materials that the President designates as eligible are materials 
that are less costly to store and nondeteriorating. For that reason, 
we have never taken coconut oil and coconut oil would not be eligible 
under the criteria so we don’t really get into the materials that they 
are talking about. 
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Mr. McIntime. I appreciate that point. The thing that I think is 
important in this connection is that we are moving stuff into stockpile 
and in so doing we are supporting world prices in this stockpile pro- 

ram. Whether or not that is good or not is another issue, but the 
act remains that that is the function we are performing right now in 
connection with these materials. 

Thank you very much. 

(The information requested as supplied by the Department of Agri- 
culture is as follows:) 

Information received from the General Services Administration indicates that 
the price of coconut oil in New York City fell from 21 cents a pound to 17 cents 
a pound after information became available as to possible release of the coconut 
oil from the stockpile. 

Mr. Grant. Mr. Chairman, just one question, I know the time is 
late, but I wonder if you can give the committee any information 
on the policy of the Department of Agriculture proposing to provide 
inspection of U.S. grains in Canadian ports? 

Mr. Patmpy. Mr. Congressman, we put out a present release last 
Thursday, I believe, as to the inspection of grain exported through 
the St. Lawrence. I will be very happy to supply you with copies 
of the press releases. 

Mr. Grant. Could you state whether or not—I have a statement 
here, whether or not it is correct when it says that the Department 
states that because of the policies set by the Government in expending 
large sums for construction of the St. Lawrence Seaway ports, that 
policy was reflected in the allocation of Public Law 480 grains to the 
St. Lawrence Seaway ports ? 

Is that the primary reason ? 

Mr. Patmsy. That statement is rather misleading from this stand- 
point, we do not allocate title I or any other grain movement to an 
port. The movement just logically goes into the area in which it is 
the cheapest to move. So if there is movement to title I programs or 
any other program or for cash, for that matter, out of the St. Lawrence 
it will be because they are competitive pricewise. Actually, it is 
not allocation on our part at all. It is merely a recognition of what 
the Congress and the President did in their wisdom in developing the 
St. Lawrence Seaway and we merely are now setting up the machinery 
to recognize that policy. 

Mr. Poacr. Well, Mr. Palmby, the U.S. Government spent 
millions of dollars developing ports in Mobile and New Orleans, all 
over the gulf ports; did it not? 

Mr. Patmpy. Yes, sir. 

Mr. Poace. Why shouldn’t we recognize that the U.S. Govern- 
ment has, over a long period of years, spent more money on 
the Mississippi River than any other channel of the United States? 
If that is going to be the criterion on which you are going to spend 
your money then why should it not always be moved out of New 
Orleans? The Government has spent more money on the Mississippi 
River than on the Great Lakes or anywhere else; hasn’t it? 

If the criterion of Government expenditure is the basis on which 
you are going to ship your grain, then you ought to ship it all out of 
New Orleans. Iam not in favor of that, of course, but if that is the 
criterion then it means clearly moving all your grain through New 
Orleans; doesn’t it? 
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Mr. Patmpy. Congressman Poage, it is not that simple. We are 
moving the grain. 
Mr, Poace. ea are making it possible to move grain under Public 
Law 480 with Government funds. You are making it possible—now, 
of course, when Bunge wants to send grain out to Montreal and get 
Canadian wheat, if they want to we can’t prevent that. That is just 
a question of a shipping matter with them. 
ut when the U.S. Government is subsidizing the movement 
of grain and you are subsidizing every bushel you move, when 
you are subsidizing that movement, it seems to me to be a very poor 
situation when we are sending our people up to Canada and paying 
the expenses of an American mapectee up in Canada to load wheat 
on in Canada. You don’t even ship it out of an American port and 
we have long argued this proposition about shipping on American 
bottoms, but now you are not even going to ship out of an American 
ort. You are going to ship out of a Canadian port. 

Mr. Patmpy. Congressman Poage, it does all go out of American 

arts because it has to originate in an American port such as Duluth 
or Chicago and so on, and all that we are recognizing here is a normal 
movement in the St. Lawrence which will provide for inspection and 
in turn pay subsidy on transshipments or, in other words, permit them 
totopoff these boats with U.S. grains. 

Mr. Poace. That is exactly the point, they didn’t load those boats 
in the United States. They are loading them in Canada. They are 
not loading them in the United States to the extent that you load that 
boat and put 70,000 tons on it in Duluth and expect that grain to leave 
Duluth, i am not complaining at all. I don’t kick a bit, but to the 
extent you send somebody else into Canada to put another 70,000 tons 
on that boat, I-do kick. You are using American money to develop 
a Canadian port in competition with an American port and I just don’t 
believe it is sound business at all for us to use our taxpayer’s money 
to develop a foreign port at the expense of our own development. 

When you go to Mobile you are not spending money with anybody 
except Americans. I just want to know why you go outside the 
United States. Why don’t you go off down to Rio de Janeiro? They 
need some help in developing commerce down there. Is this just. be- 
cause we like the Canadians ? 

Mr. Patmpy. Congressman Poage, I will answer the question. this 
way. A great number of the Congressmen and Senators from the 
Middle West States who are interested in grain movements through 
the St. Lawrence Waterway were at this session we held in the Depart- 
ment of Agriculture. There were some on this committee that were 
at that session. 

Mr. Poacr. How did they happen to know about it ? 

Mr. Patmpy. Frankly, I thought that we had told members of this 
committee. If we did not 

Congressman Poace. You did not tell me anything about it and I 
am just as interested as they are in it. I am interested in seeing that 
this grain moves out of the port where it has always moved and where 
it can move now under the Rintainag flag with American citizens pay- 
Ing taxes on it and developing American industry. I am a whole lot 
more interested in the Stars and Stripes than I am in that Maple 
Leaf or Cactus and Snake across the Rio Grande. 
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Mr. Pavmpy. If I may go further, I would state that we just don't 
think that, we had any reason for not recognizing what is a norma] | 


movement through the St. Lawrence Seaway. I 
Mr. Poaces. It isn’t normal. It never has taken place, and it wont / } 

take place unless you subsidize it. The very fact that you are havi 

to make these arrangements proves that it is not normal. It is an ab- ¢ 


normal movement. Now, if anybody wants to go ahead and do this 
under their own steam with their own money, T am not raising any | 
protest at all. But these grain companies do not want to do it. Itis_ | 


abnormal and you are trying to change the situation to make this q \ 
normal movement when it isn’t a normal movement. v 
Has anybody ever been moving grain out of Montreal, hauling it I 


up there from American ports to move it out of Montreal ? 

Mr. Patmpy. Congressman Poage, this is a development that has 
come with the development of the St. Lawrence Seaway. 

Mr. Poace. Therefore, it is not normal. It hasn’t taken place. It 


is something that has never taken place and it isn’t a normal thing, 4 
It is a thing that you are trying to develop into a normal operation H 
which is not a normal] operation, and you are destroying both the 
American railroads and the American shipping lines and the Ameri- | 4, 
can ports in doing it. : 
Now, if we want to destroy American industry and then tax some- be 


one else—now are the Canadians going to pay these taxes, run this to 
Government, run your outfit, are they going to pay for these inspec- 

tors you are to send up there? Somebody has to be taxed to pay shes 
bills, and I think it is wrong to let some American business pay 
those taxes. 

Mr. Patmpy. Well, Congressman Poage, it was our judgment after | 
we had considered this problem with what we think were the inter- 
ested people that this is the way we should go. Now, I would liketo |, 
say that if this committee or if Congress feels that we have moved 
in the wrong direction, certainly we will be more receptive to what 
they have to tell us, but in our opinion, after listening to all the pro ,, 
ponents and the opponents 

Mr. Poacr. Now you say the opponents. I am one of those op- 
ponents, but I never heard of this thing until yesterday. You care 
fully saw that the proponents were available to give you their argu 
ments, but those of us who are opposed to this kind of dealing were 
given no opportunity to present any arguments. Now, you say you |) 
listened to all the opponents, but you didn’t give any of the oP ae i 
that I know of—what opponents did you notify about this? Whoon y 
the gulf coast was notified that you were having this meeting? 





| aes not 

Mr. Patmpy. The gulf was represented. lef 

Mr. Poace. Who of this committee was notified? You said mem- | } 
| 


bers of this committee were down there. Who of this committee rep) 
resenting the gulf ports was notified ? | ail 


Mr. Patmpsy. Frankly, I donot know. De 
Mr. Poace. Was there one single member of this committee repre| 
senting the gulf ports that knew anything about this? 
Mr. Patmpy. Well, I would hate to say whether any of them ther | a 
knew anything about it or not. I don’t know. the 


Mr. Poacr. You do know that those who represented the lake ports gra 
. ° ° . yo eee 
knew about it; didn’t you? Because you notified them; didnt you!) po, 
Mr. Pautmpy. No, sir. 
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Mr. Poace. You did not? 

Mr. Patmpy. Congressman Poage, I said earlier if we neglected to 
notify people that we should have notified on this committee, you 
have my apology. 

Mr. Poace. Well, will you give us a list of those members of the 
committee who were present ? 

Mr. Patmpy. Yes, sir. 

Mr. Poace. You couldn’t tell it to us right now, could you? 

Mr. Patmsy. Yes, sir. Congressman Breeding and Congressman 
Wint Smith were there and there were several other Congressmen 
who had representatives there, but I do not know who they were, but 
I will be happy to supply this list. 

Mr. Poace. If you will, please. 

Mr. Patsy. Yes. 

(The above information is as follows :) 

The only Congressmen on the House Committee on Agriculture who attended 
the meeting at the Department of Agriculture were Hon. J. Floyd Breeding, and 
Hon. Wint Smith. 

Mr. McIntire. Has there previously to the opening of the St, Law- 
rence Seaway passages—because there has been a seaway for many 
years—but has there, prior to the opening of the passage of the seaway, 
been any transshipment by CCC th rough the seaway that would have 
to be transshipped because it couldn’t go into oceangoing transports 

Mr. Paumey. Prior tothis year? 

Mr. McIntire. Yes. 

Mr. Patmsy. Yes, sir, there has been. 

Mr. McIntire. Then this transshipment proposition is not new? 

Mr. Patmpy. No, sir; it is not. 

Mr. McIntire. And we have been using the seaway as an outlet 
for foreign shipments ? 

Mr. Patmpy. Right. 

Mr. McIntire. Was the transshipment taking place in Canada—it 
would have to be in Canada. 

Mr. Parmpy. At Montreal the same as it is today. 

Mr. McIntire. Wasa special service provided ¢ 

Mr. Patmsy. No, sir, it was not as we contemplate doing it right 
now. Again this is a function of the agricultural marketing service, 
but as I understand it, there has been issued prior to this in years past 
what the agricultural marketing service calls split certificates and 
putting it very coldly, this in their opinion and in the opinion of all 
of us in the Department who are interested in export programs was 
not sufficient to give us proper grade certification on the grain as it 
left the Canadian ports after it was transshipped. 

Many times before this very committee it has been brought out that 
some of the grain arriving in destination overseas was not what 
some of the buyers thought it should be, so we thought it behooved the 
Department and I think rightfully so, that we should do the best 
possible job we can to see that the grain as it leaves the last port 
on this shore carries a proper U.S. grade. We did pay subsidy last 
year on movements of free stocks of grain going for cash sales out of 
the lake ports and also on transshipments and we also allowed barter 
grain to go this way, but this will now be the first time that we will 
use the same mechanism on title I, 480 grain. 











702 EXTENSION OF PUBLIC LAW 480 


Mr. McIntire. Well, primarily then, this is providing a check point 
as to grade when the transshipment is made and it is also consistent 
with what has been going on, except we have been transporting from 
lake vessels and barges at Montreal and now we talk about vessels 
which partially load in the lake ports. 

Is that primarily the difference ? 

Mr. Patmpsy. This is absolutely correct and the only addition to 


all of this is that we now make title I sales the same as the others | 


through the lake ports. 

Mr. McIntire. Thank you very kindly. 

The Carman. Mr. Palmby, Mr. Heimburger wants to ask you 
some question on behalf of the committee. We have a rollcall in the 
House so I will let Mr. Heimburger ask those questions in my absence, 
When he is through the committee will stand adjourned until 10 
o’clock tomorrow morning. 

Mr. Heimburger will ask the questions. 

Mr. Hermpurcer. Mr. Palmby, this will not take but 5 minutes, 

Mr. Paumpy. Thank you. 

Mr. Hermevrcer. In your statement and in your subsequent dis- 
cussion with the chairman, I am sure the impression was left that the 
difficulties in which you find yourself now in administering a reason- 
able barter program are largely due to the law which Congress en- 
acted in 1958. I would agree that to some extent this is true, but I 
think that law cannot be considered in a vacuum and the background 
of it must be considered at the same time. I just want to set the ree- 


| 


ord straight on the background and on what Congress intended by | 


this law. 

As you will recall, the barter program operated as you so well de- 
scribed in your statement—and I have never seen a better description 
of the distinction between the way the barter program operated prior 
to May 1957 and the way it operates now. I think it is an excellent 
analysis and description of the program then and now and I want to 
commend you. 


It was in order to get a barter program underway again after it | 


had been virtually brought to a stop by the Department regulations 
in May 1957 which caused Congress to enact the legislation to which 
you refer, the amendment made in 1958. 

Just to have the record clear, I would like to read some excerpts 
from the conference report on that bill. 


The Department of Agriculture vigerously opposed the inclusion of any 
provision relating to barter either in the House amendments or in the con- 
ference report. The fact that such a provision is included in the conference 
report therefore is a clear indication of the dissatisfaction of the House and 
of the conference committee with the manner in which the Secretary has 
executed his responsibilities to conduct a barter program during the past 15 | 
months. In effect, the Congress has felt it necessary to tell the Secretary to 
carry on a program which is already the law. 


The Congress also anticipated the adverse effects which would, 
stem from the kind of a barter program which you are now carrying | 
on and that you have so well described in your statement, in this | 
language: 

The conferees were aware that prior to May 28, 1957, barter contractors 


were offering nominal discounts in order to dispose of the commodities abroad 
These discounts normally were around 1 or 2 percent. Following the May 3 
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directive, the requirements of the additional program were so stringent and 
the movement of the commodities so difficult that discounts of from 8 to 10 
percent were reported. This bill contemplates that a discount of a few percent 
will not unduly disrupt the world price and not be a basis for establishing 
restrictions. If a discount is reported above this reasonable rate, the Secretary 
should take appropriate precautions and action to guarantee against the dis- 
turbing effect of such a large discount. 

Rather clearly—I am not quoting now—in the conference commit- 
tee contemplation was the fact that appropriate action was not to 
lead to further restriction. The conferees further said : 

The details of the barter provisions included in this conference report are 
relatively unimportant. Congress is not so much concerned with the adminis- 
trative details of the Secretary’s operations as that he should carry on an 
aggressive and effective barter program. Had he been doing so, there would 
have been no need for any barter legislation in this bill. 

Then at the end of the report, the committee clearly states what 
it considers an adequate program to be: (1) which is similar to that 
carried on prior to May 27, 1957. 

As we have stated above, the substantive changes in the law, while significant, 
are not nearly as significant as the fundamental fact that the Congress has felt 
it necessary to enact legislation to require performance of a program which 
it has previously established by law. This bill is designed to reinstate a barter 
program of at least the magnitude followed prior to the restrictive regulations 
issued by the Secretary of Agriculture. 

I do not know whether you care to comment on those quotations, 
but in order to set the record straight as to what Congress had in 
mind when it enacted the amendment in 1958 and why there was 
any necessity at all for the rewriting in of the barter language. 

Mr. Corrman. Mr. Heimburger, my name is Claude Coffman. I 
would like to comment because I believe you made some misstatements 
that you would like to correct. 

I think you said this was in the conference report. Didn’t you 
mean that it was in the statement on the part of the managers of the 
House and not in the conference report itself ? 

Mr. Hermpurcer. Thank you, Mr. Coffman. Of course, the con- 
ference report is the bare language of the amended legislation. 

Mr. Corrman. That is right. 

Mr. Hermpurcer. This is a part of the document, House Report No. 
2694, entitled “Conference Report.” 

I was quoting from the statement of managers on the part of the 
House. It is, incidentally, a statement which was concurred in and 
signed by all of the House members of the conference committee, 
from both sides of the aisle. 

Mr. Corrman. Excuse me. There again you made the reference to 
conferees. You really meant House conferees; did you not? 

Mr. Hermpurcer. No, when a statement of managers, Mr. Coffman, 
refers to conferees it means exactly that. It means all of the confer- 
ees, because without the concurrence of a majority of the conferees— 
rather it means the majority of the conferees, because without the 
concurrence of a majority of the conferees from both the House and 
the Senate, a conference report cannot be agreed upon. 

Mr. Corrman. I know, but the statement you made was not a 
by the conferees; was it? It was signed by the House members? 


ws Mr. Hermmeurcer. It was signed by the conferees on the part of the 
ouse, 
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Mr. Corrman. My last comment is that you are aware, of cou 
that the conferees from the Senate made statements that were dia- 
metrically opposite to those which you read in the statement on the 
part of the managers of the House ? 

Mr. Hermpvurcer. Which conferees made those statements? 

Mr. CorrmMan. Well, I think the chairman of the committee, Sena- 
tor Ellender made such a statement. 

Mr. Hermmeburcer. I am aware that Senator Ellender some time after 
the conference put into the record a document which had been pre- 


| 


pared for him which was, as you say, diametrically opposed to the | 


statement of managers on the part of the House which, let me assure 
you, Mr. Coffman, reflected the majority sentiment of both House and 
Senate conferees or the language referred to would never have been 
adopted. 

Mr. Corrman. Well, then, I would next call your attention to the 
fact that these statements which you have read as completely incon- 
sistent with the legislative language which the conferees adopted. 

Mr. Hermpurcer. Would you like me to go into that, too! 

Mr. Corrman. No, I am simply commenting on your statement. 
I think the record just should carry a complete story. 

Mr. Hermpurcer. I think it should too; so we will complete the 
story, Mr. Coffman, by saying that the statement that the Depart- 
ment of Agriculture vigorously opposed the inclusion of any barter 
legislation was an understatement which was toned down from the 
language which the chairman of this committee first dictated to go 
into the statement of managers on the part of the House. 

The participation of the Department of Agriculture as adviser 
and consultant in this committee of conference was very great and ver 
pronounced and the fact that the language in the statute, which 
apologize for, having had something to do with drafting it, is not 
as clear and not as accurate as it should be, is due solely to the fact 
that representatives from the Department of Agriculture were con- 
stantly outside the conference room door, that every provision that 

yas proposed was taken out and offered to them for their suggestion, 
and that they apparently did their best to louse up the language— 
and I commend them. I think they succeeded admirably in doing 
just that. 

Now, just one other comment, Mr. Palmby. It seems to me and 
I am not arguing with you now, but it seems to me that at the con- 
clusion of your description of how barter worked before the re- 
strictions were put on, you have shown us the key to the 
Department’s opposition to a wide open barter program. 

The Department simply disagrees in principle with the policy of 
acquiring strategic and other materials by using the device of barter. 
Isn’t that correct ? 

Mr. Patmpy. With an addition, Mr. Heimburger. We are opposed 
to it if it means that in the process of doing it we are taking those 
materials rather than dollars. 

Mr. Hermpurcer. Well, that is the essence of a barter program. 

You say in your statement quite clearly that the thing you are 
basically opposed to is the policy of Congress which has been re- 
iterated in numerous acts of Congress that strategic materials and 
other materials, which are useful in this country should be acquired 
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by using the barter device. You disagree basically with the policy 
of Congress. 

I think you have been frank about it here and I think it is well 
that we understand what the situation is. 

Just one other thing I want to bring up. 

Tn connection with this cost to the taxpayer, I have here a pub- 
lication called “Cotton, Monthly Review of the World Situation,” 
which is published by the International Cotton Advisory Committee, 
Washington, and this is the issue of June 1959. 

On page 19, it has a table listing the cotton export programs for 
1958-59, under which it shows the total exports of cotton under Public 
Law 480, title I, that is, under IGA programs, under the barter pro- 
gram and under Export-Import Bank loans. 

Now, I think it 1s interesting to note the different price at which 
this cotton moves in terms of the commitment of taxpayer’s dollars 
to getting it moved out of the United States. 

he total shows that through June 1 of the fiscal year just ending, 
under title 1 of the Public Law 480, there were agreements to export 
741,000 bales of cotton at a total cost of $126.5 million which, if my 
arithmetic is correct, comes out to $171 per bale, taxpayers money 
to move this cotton. Admittedly we receive something in value. We 
get, back foreign currencies which we know will not be worth $171 
but we know they will be worth something to the extent that we do 
not give them away. 

Under the ICA programs, there were commitments to export 722,- 
000 bales of cotton at a total cost of $108.9 million or a cost of $151 
per bale. 

Now, what we get back out of that $151 million outlay from the 
Treasury we both understand. It is not material perhaps, but we 
assume we are getting something in goodwill and better international 
relations. 

Under the Export-Import bank program, where dollars are loaned 
to a foreign country for purchasing U.S. material, we have a commit- 
ment of $151 per bale, just to move cotton out of the United States by 
loaning people money. This shows that 535,000 bales were exported 
under that program ata cost of $79.8 million. 

Now under the barter program, it shows that during this same 
period 320,000 bales of cotton were scheduled for export at a cost 
in the materials of $38.1 million or a cost of $119 per bale in dollars, 
in dollar outlay, for each bale of cotton we exported, under the barter 
program. In return we are, of course, getting materials which— 
while the Department of Agriculture may think we don’t need and 
shouldn’t be acquiring—nevertheless they are hard materials which 
will retain some value as the years go by. 

So it entails now only $119 a ae to move cotton under export 
by barter, contrasted with $171 a bale under title I. 

That is the end of my question. 

Mr. Patmpsy. Mr. Heimburger, I am tempted to say I have no 
comment. 

I think I would not be honest in saying that I do not have one 
because I do. 

I fully understand the giveaways that we make and the reasons 
for these programs that the Executive asks for and Congress in its 
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wisdom appropriates money to carry out but I would have to follow 
it immediately by saying that the justification of those—and I am not 
questioning the need nor the desire for them—but because of the exist- 
ence of them, does not in my opinion at all give any support to the 
argument that in order to acquire material for stockpiling purposes 
which in turn are isolated from a market that we should open the 
doors to what are established markets on an unrestricted basis and 
in turn replace dollar transactions. Consequently, Mr. Heimburger, 
this is why we have taken the position in the Department that the 
present legislation which is in existence, which as we interpret it does 
ate us leeway to make some restrictions and at least gives us some 
eeway to attempt to tie originations and destinations together should 
not be changed. That is why I would have to conclude my remarks 
by saying that we are satisfied and are willing to do the best job we 
can under the present legislation. 

Mr. Hermpurcer. Well, you described a pretty satisfactory pro- 
gram in your statement, the one that you had prior to May 1957, and 
I am glad that we have had this little discussion because I think we 
have arrived not at an understanding that the opposition, your oppo- 
sition to the barter program stems from questioning the basic wisdom 
of Congress in setablishing the policy that surplus agricultural com- 
modities should be bartered. 

Let me add that that is the very reason why I have been such a 
strong advocate of the barter program as you very well know I am, 
I am not neutral in this matter. 

Mr. Patapy. I have gathered that, Mr. Heimburger. 

Mr. Hermevrcer. I have worked for Congress for 12 years now. I 
perhaps am a little jealous of the prerogatives of Congress and my 
only interest in this matter is trying to see that a policy which has 
been enunciated not once but at least a half dozen times by Congress 
is carried out by an executive agency of the Government. 

I think we have reached a complete understanding on this subject. 

Mr. Patmpy. Well, let me say it has been most enjoyable outlining 
what we think of the barter program and all of the ramifications, 

Mr. Hermpurcer. I want to commend you again for the sincerity 
of the statement you presented today. It is the best description of 
the program as it was and as it is that we have had. 

Thank you very much. 

Mr. Patmpy. Thank you. 

(Additional data pertaining to this discussion which was delayed 
in its submission to the committee may be found on p. 773.) 

(Whereupon, at 12:45 p.m., the committee adjourned to reconvene 
again at 10 a.m., Wednesday, July 29, 1959.) 
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WEDNESDAY, JULY 29, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met pursuant to recess at 10 a.m. in room 1310, New 
House Office Building, Washington, D.C., Hon. Harold D. Cooley 
chairman. 

Mr. Poace (presiding). The committee will please come to order. 

We are meeting this morning to hear additional witnesses on the 
matter of extension of Public Law 480. The first witness on the list 
is a Member of Congress, Mr. Ullman. 


STATEMENT OF HON. AL ULLMAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OREGON 


Mr. Uttman. Chairman Cooley and members of the committee, I 
appreciate this opportunity to appear before you this morning. I 
know of few programs of greater importance than that authorized by 
Public Law 480 and I am happy to testify in support of its continua- 
tion and expansion. 

Progress made within the framework of the 480 program during the 
past 5 years provides adequate testimony concerning the need for this 
program. Seldom does the United States have an opportunity to dis- 

ose of accumulated farm surpluses and at the same time to strengthen 
ts. foreign policy objectives. The Public Law 480 program offers 
both advantages. 

I firmly believe that all four avenues for the disposal of farm sur- 
pluses should be extended and expanded. 

The sales of surpluses in exchange for foreign currency which have 
been made pursuant to title I have done much to substantially in- 
crease U.S. agriculture exports. Since the program was authorized in 
1954, title I sales have amounted to 848 million bushels of wheat, 210 
million bushels of feed grains, 4 million bales of cotton, 3.6 billion 
— of fats and oils, and substantial quantities of several other 

arm products. These expanded transactions have accomplished two 
objectives by first improving our foreign relations and secondly, di- 
minishing our agriculture surpluses. 

Mr. Chairman, with reference to title I activities, I wish to pay 
special tribute to the work of the Oregon Wheat League for its market 
development program. Far Eastern sales have been generated by the 
league’s activities and new types of wheat products geared to the tra- 
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ditional Oriental diet have been developed. Bakers and home econo- 
mists with appropriate equipment have conducted thousands of demon- 
strations showing the local people how Pacific Northwest wheat can 
be milled and prepared into appetizing foods under conditions pre- 
vailing in their communities. 

In Japan where the Oregon Wheat League has maintained an active 
market development program for several years, wheat consumption 
has been increased by 20 percent and is continuing to grow. As more 
and more people throughout Asia learn to use the products of wheat, 
commercial markets for wheat may be expected to expand greatly, 

The implementation of title II provisions has also been of impor- 
tance. The $400 million of our abundant agricultural production 
made available to friendly foreign people to meet extraodinary dis- 
aster situations represent the best type of foreign assistance. Drought 
and flood stricken peoples throughout the world have received aid es- 
sential to their continued existence. 

Commendable work has also been carried on under the title TIT pro- 
gram. The foodstuffs donated under this section have permitted non- 
profit voluntary relief agencies to carry on their feeding programs 
abroad. Similar work of equal importance has been carried on in 
this country with laudatory results. Although utilized to only a 
limited extent in recent years, the barter program authorized by title 
IIT provides additional means for the disposal of our surpluses, 

Mr. Chairman, during the last 5 years 1,014,500,000 bushels of U.S, 
wheat have been sold, bartered or given away under the 480 program. 
Equally impressive amounts of other commodities have also been 
utilized. Clearly a need exists which is being met by the program. 

However, while much has been accomplished, far more remains to 
be done if the hungry of the world are to be fed. It is unconscionable, 
in my opinion, for our warehouses to bulge with farm surpluses while 
one-third of the world’s population goes to bed hungry. It is un- 
conscionable for Americans in depressed areas to subsist on diets which 
fall far short of U.S. Department of Agriculture minimum standards, 
while bumper crops continue. 

I am convinced the 480 program offers the framework for the hu- 
manitarian work so badly needed. For this reason, I ask that it be 
extended and, equally important, that it be expanded. Much can be 
done to implement a real “food for peace” program. Greater quanti- 
ties of our abundant food supplies can be used effectively to help fi- 
nance public works projects in countries underdeveloped or suffering 
from chronic unemployment. Greater emphasis can be placed on the 
domestic distribution of surpluses to insure a proper nutritious diet 
for this country’s school children, charitable institution inmates and 
needy families. 

I know the members of this committee will examine domestic 
and worldwide needs closely and I feel confident that your delibera- 
tions will result in an expanded Public Law 480 program more closely 
geared to those needs 

Mr. Poacr. We will pass then to the voluntary agencies. I believe 
Monsignor Edward E. Swanstrom is chairman of the Executive Com- 
mittee. We will be glad to hear from you now. 

Weare glad to have you, Monsignor. 


fm th tel bt » Pe & Bh Be BH B. Be 


ed et eed ee eet et 








| 
| 
' 


EXTENSION OF PUBLIC LAW 480 709 


STATEMENT OF MSGR. EDWARD E. SWANSTROM, CHAIRMAN, 
AMERICAN COUNCIL OF VOLUNTARY AGENCIES FOR FOREIGN 
SERVICE, INC., NCWC; ACCOMPANIED BY DR. R. NORRIS WILSON, 
EXECUTIVE DIRECTOR, CHURCH WORLD SERVICE, NCCCUSA; 
MRS. RAPHAEL TOUROVER, HADASSAH; FRED DEVINE, DEPUTY 
EXECUTIVE DIRECTOR, CARE; AND A. W. PATTERSON, AMERICAN 
FRIENDS SERVICE COMMITTEE 


Monsignor SwANsTROM. My name is Rt. Rev. Edward E. Swan- 
strom, and I am chairman of the American Council of Voluntary 
Agencies for Foreign Service. ae! , 

am also the executive director of the Catholic Relief Services, but 
Iam testifying on behalf of the American Council. , 

Mr. Chairman and members of the committee, during the past 9 
years, while surplus foods have been available for distribution, the 
voluntary agencies associated in the American Council of Voluntary 
Agencies for Foreign Service, have worked in 67 countries and areas 
of the world to confront with programs of aid, rescue and rehabilita- 
tion an immensity of human need. 

(The list is as follows:) 


MEMBER AGENCIES 


American Baptist Relief. 

American Friends of Russian Freedom, Inc. 

American Friends Service Committee, Inc. 

American Fund for Czechoslovak Refugees, Inc. 

American Jewish Joint Distribution Committee, Inc. 

American Middle East Relief, Inc. 

American National Committee to Aid Homeless Armenians (ANCHA). 

American ORT Federation, Inc. 

American Relief for Poland, Inc. 

Brethren Service Commission. 

Catholic Relief Services, National Catholic Welfare Conference, Inc. 

Church World Service, Inc., National Council of the Churches of Christ in the 
U.S.A. 

Cooperative for American Relief Everywhere, Inc. 

Co-ordinated Hungarian Relief, Inc. 

General Council of the Assemblies of God, Foreign Service Committee. 

Hadassah, the Women’s Zionist Organization of America, Inc. 

Hadassah Medical Relief Association, Inc. 

Heifer Project, Ine. 

International Rescue Committee, Inc. 

Iran Foundation, Ine. 

Lutheran Refugee Service, National Lutheran Council and the Church—Missouri 
Synod. 

Lutheran World Relief, Inc. 

Mennonite Central Committee, Inc. 

Near East Foundation. 

Polish American Immigration and Relief Committee, Inc. 

Salvation Army. 

Selfhelp of Emigres from Centra) Europe, Inc. 

Seventh-day Adventist Welfare Service, Inc. 

Tolstoy Foundation, Inc. 

Unitarian Service Committee, Inc. 

United Friends of the Needy and Displaced People of Yugoslavia, Inc. 

United HIAS Service, Inc. 

United Lithuanian Relief Fund of America, Inc. 

United Seamen’s Service, Inc. 

United Ukrainian American Relief Committee, Inc. 
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World Relief Commission of the National Association of Evangelicals, 
World University Service. 
Young Women’s Christian Association of the U.S.A. (Foreign Division), 

Monsignor SwanstroM. While in some places this need has shown 
significant decrease, in other large areas of the world it is not only 
still critical but is on the increase. 

For example, as human suffering diminished in Western Europe it 
became intensified in areas such as North Africa and the Far East 
where new waves of refugees are testimony to the continuing unre- 
solved crises in many sections of the world. 

The voluntary agencies—both church related and secular—in ad- 
dition to conducting programs of migration, of resettlement of refu- 

ees, of self-helf and health building, have met the immediate prob- 
em of human hunger through large-scale feeding projects, made pos- 
sible largely through Public Law 480. In these programs besides 
their own purchased food supplies, the voluntary agencies have uti- 
lized in the past 9 years 314 million tons of American surplus food 
products. 

That is during the last 9 years. 

In all of their overseas programs, the primary aim of the people- 
to-people agencies is to express fraternal human concern for the wel- 
fare of peoples deprived of homes (this is very important to my 
mind), often of governmental protection and of the opportunity to 
decide their own fate or to help themselves. 

As they work side by side with the needy and dispossessed around 
the world, the agencies speak by deeds for the great majority of 
Americans—I think it could be said without fear of contradiction— 
giving witness to the basic international concern of the American 
people—to build peace—by reaching out a helping hand to the less 
fortunate members of the family of man. 

Concerning the subject of this hearing—the extension of legislation 
dealing with American abundance—I would like to make the follow- 
ing points in the name of the Executive Committee of the American 
Council of Voluntary Agencies for Foreign Service. 

1. We would warmly commend legislation which expressed recog- 
nition of American abundance as a potential force for peace in the 
world, rather than a problem in mere disposal. 

2. We are keenly aware of the food crises which threaten many 
areas of the world today. In India, for example, already hundreds of 
thousands are suffering from hunger and in the next decade (if India 
is not able to produce food or get food from some source) millions 
may starve to death. In almost all cases, the food crises which not 
only endanger the lives of hundreds of thousands but which also en- 
danger the peace and security of the world are long-term crises which 
necessarily require years for solution. 

Therefore we, in the depth of our consciences, must strongly urge 
that the legislation enacted at this session of Congress make adequate 
and definite provision for long-term planning. 

3. For people whose energies are depleted by prolonged hunger 
and insufficient protection from the elements (either in clothing or 
shelter)—many of the people we serve do not even have a roof over 
their heads much less sufficient clothing—a protective food is of the 
essence for survival. An oil or fat is such a food—particularly as the 
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winter approaches. Despite permissive legislation, the high protein 
oils and shortenings which meant so much in feeding programs for 
refugees and other groups are not currently available for voluntary 
agency distribution. 

4. The reason for the absence of these drastically needed oils from 
the voluntary agency overseas distribution programs likewise illus- 
trates the reasons for the absence of many other food products. Under 
existing legislation the Department of Agriculture feels—and perhaps 

uite justifiably—that it is directed first to dispose of CCC acquired 
oods through sale or barter, even if on market depressive terms, 
before offering them for donation purposes. ; 

The agencies believe that the situation requires clarification and 
urge that if the Congress desires additional food commodities to be 
made available for distribution programs overseas, it should say so 
very explicitly in the forthcoming legislation. 

Since supplies of U.S. foods were first sporadically made available 
to American voluntary agencies 9 years ago, and then increased con- 
siderably as the result oF legislation by Congress, there is no doubt 
about their having approved their enormous value in assisting the 
needy of the world. 

But the problem of need still continues; the programs go on. We 
are besieged by crying human want on all fronts, wherever we are, in 
our many outposts overseas. 

Meanwhile at home our warehouses continue overflowing; in the 
use of our abundance we are being tested before the nations of the 
world. 

We appreciate what the Congress has already dene through this 
legislation. And in helping us to meet the needs of people. And, we, 
certainly, hope that Public Law 480 will be continued. 

Thank you very much. 

Mr. Poace. We appreciate your statement, Monsignor. I just won- 
der if it is fair to say that you agree that if we are to make the 
program really effective, there needs to be continuity. We need to 
guarantee to people in other parts of the world what they can 
expect from the United States over, at least, a period of 3 to 5 or 6 
years. Is that your feeling? 

Monsignor Swanstrom. Thatistrue. And then, we are continually 
told these programs gradually have to phase out. We realize that 
is true. 

In most of the countries we are working in, we are trying to get 
the authorities and the people we work with to realize that some day 
they will have to get this food themselves from their own resources. 
But if we could see ahead and to know that the thing was going on 
for 3 or 4 years, then we can plan much more wisely. 

Mr. Poace. In other words, if we had some assurance that the gift 
program would continue over a specific period of time, then if we 
had some assurance that the sale for foreign currencies would continue 
over a specific period of time, would they not be able more quickly 
to assume the obligation of buying their foods, if they could do it on 
a dependable basis, for a given period of time ? 

Monsignor Swansrrom. I agree with that. I am sure that Mr. 
Devine for CARE and Mr. Patterson of the Friends Service Com- 
mittee and, also, chairman of our Warehousing and Shipping and 
Surplus Food Committee would agree, also. 
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Mr. Devine. Yes. 

Mr. Parrerson. Yes. 

Mr. Poser. That is the important problem that is before this com- 
mittee, whether our Government should make commitments for def- 
nite periods of time. We understand that the Department has that 
authority right now, but the Department feels that it does not want 
to exercise it for more than 2 years under any circumstances; in most 
instances only for one year of time. Speaking for myself, I will say 
that I feel that we would do so much more good if we would make 
commitments on which people could rely for a reasonable length of 
time. 

Monsignor Swanstrom. Yes, sir. 

Mr. Poacr. You mentioned a lack of fats and oils, that they have 
practically been taken off the available list for distribution. Do you 
have any information or can you give us any information as to why 
this was done? It is my understanding that the Government has 
exported tremendous quantities of fats and oils and beans from which 
the oils might be produced. 

Monsignor Swanstrom. Yes. 

Mr. Poace. Under subsidy programs within the last year. Do you 
have that same understanding ¢ 

Monsignor Swanstrom. Well, not so much. I do know this: you 
see when butter was available, they converted quite a bit of it into 
butter oil. And we had a little linseed oil. We have been pleading 
with Agriculture the last 3 or 4 years to use the authority that it has 
to take, say, soybeans and convert them into oil. But we haven't 
been able to convince them, although they realize the importance of 
oil or fat in the diet of these people. 

Mr. Poace. Of course, they contend, as I understand it, that they 
do not have them in surplus. Is that right? 

Monsignor Swanstrom. Yes; that is true—they haven’t got butter 
any longer and they can’t give butter oil, but they have plenty of 
soybeans in surplus, which we feel could be converted into oil. 

Mr. Poace. What about the situation of the substantial amount of 
oil which the Government still owns? I don’t know just what they 
have but I know they own a substantial amount of oil. 

Monsignor Swanstrom. As I understand, under the present. legis- 
lation, they could convert some of these, say, the soybeans into oil, 
but they have not been using the authority for that. 

Mr. Poace. Has it not been converted into oil ? 

Monsignor Swanstrom. What? 

Mr. Poace. They do have a substantial amount that has been con- 
verted into oil, don’t they, but they won’t supply that to your organ- 
izations, will they ? 

Monsignor Swanstrom. It is only used in domestic use or for sale, 
and we haven’t been able to get any at all from Agriculture in the 
last few years—none at all. 

Mr. Poace. I do not think converting it to oil makes it available 
to your organization under the present ruling. They do have a sub- 
stantial amount now that is converted into oil, do they not ? 

Monsignor Swanstrom. I can’t answer that question. Agriculture 
could themselves. But if they have, I wish there were some way that 
something could be made available to us. We use a great deal of dried 
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milk, as you know, and a great deal of grains, but if we had oils or 
fats to supplement that, the amount of good we could accomplish in 
so many quarters would be immeasurable. You could not conceive 
of it; it is amazing. So if you could find some way of practically 
instructing Agriculture to make it available to us, it would be of 
tremendous help. 

May I say frequently, we are called down here to be asked how we 
could make better use of American surplus foods. That is one of the 
things we have always suggested. 

We have, also, suggested taking wheat and changing it into bulger 
wheat so it could be used as a substitute for rice, in the Far East, and 
in India and other places. 

I suppose money has to be gotten from the CCC. You can tell 
us more about that than I know. They cannot just find their way 
to do it. 

Mr. Poacr. Do they give youany rice for your program ? 

Monsignor Swanstrom. From time to time; and most of it brewer’s 
rice which is good and fine. And then we have had some, but not 
much. 

Mr. Parrerson. Only in very limited amounts made available for 
a shorter period once a year for 6 weeks, something like that. 

Mr. Poage. Has there been a program under which you could rely 
upon any shipments of rice? 

Monsignor Swanstrom. No, no; very spasmodic and in very limited 
amounts. From time to time. 

Mr. Poace. Do they give you any assurance that you can have the 
bulger wheat ? 

Monsignor Swanstrom. Wheat? Sure, as you know, there is an 
unlimited amount of wheat and flour and cornmeal. 

Mr. Podce. I know there are large amounts, but will they give you 
any assurance that you can have wheat or cornmeal a year from now ? 

fonsignor Swanstrom. No. Because we operate from year to year 
as you said in the beginning. But we know something about the 
amounts that are in surplus and we have a pretty good assurance that 
we will be able to get it. 

Mr. Poace. Will they give you commitments for 6 months or 9 
months ¢ 

Monsignor Swanstrom. They give us one for a year. And now 
we are beginning to submit our estimates for 1961. We already have 
our approvals for 1960. These programs are based on careful esti- 
mates of these programs, our ability to supply to certain groups and 
so forth, demonstrated ability to distribute them, in accordance with 
all of the rules and regulations under the American law. I perhaps 
should not bring this up. I would like to bring this up just as an 
individual. 

Sometimes we find we submit these programs, which are very care- 
fully thought out based on carefully worked out programs, then 
somebody in ICA and Agriculture just arbitrarily cuts them 10 per- 
cent, 20 percent, 25 percent. Sometimes, I see no rhyme or reason 
toit. But it isdone. 

Mr. Garutnes. I was interested in what you had to say about rice, 
that it was available about 6 weeks in the year and that is about all, 
is that right. 

442735946 
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Mr. Patrerson. At the present time, there is no rice available to 

us. I think twice in the last 2 years, brewer’s rice has been made 

available to us, this broken rice, for a period of about 6 weeks, 

Mr. Garuines. What time of the year does that come? 

Mr. Parrerson. I think last year it came in the autumn, in the 
late autumn, and was available for shipment during the early winter 
months. 

Mr. Garuincs. We do have considerable supply of rice in surplus 
at this time and have had. 

Mr. Patterson. The agency shipped in the fiscal year just ended 
a total of about 62 million pounds of this brewer’s rice as against 
about 900 million pounds of flour. 

Mr. Garuines. What about that 62 million pounds? 

Mr. Parrerson. That is the amount of brewer’s rice that our agency 
shipped. 

Mr. Gatutnes. Has it been made available to you? 

Mr. Patterson. Yes. This is during the 12 months’ period. <Ac- 
tually, it was available just during these 6 weeks. That was the 
amount that was made available as compared 

Mr. Gatuines. Where does that rice come from, what ports? 

Mr. Partrerson. Shipped from various ports, mostly from the 
gulf ports. 

Monsignor Swanstrom. That is right. That is a very limited 
amount, as you realize. That is the total amount used by all agen- 
cies. Agriculture tells us in a particular quarter, “This much rice 
is available,” and then it is divided amongst the various programs, 

Mr. Gatuines. These 62 million pounds is a small amount of rice. 
Rice is a No. 1 commodity in some parts of the world. It is the No.1 
in value that is consumed in the world today. Sixty-two million 
pounds is just a little dab of rice, as a matter of fact. 

Monsignor Swanstrom. That is right. 

Mr. Gatruinos. The need is there. 

Monsignor Swanstrom. Congress should be interested in places 
like Hong Kong and Korea where they eat rice and almost nothing 
else. 

We have taught them to eat gruel made of a combination of milk, 
corn meal and wheat—very palatable. It is now being used as a sub- 
stitute. We took samples of bulger wheat and sent it out to all of our 
stations all over the world, each of the agencies. The answer came 
back that would be a wonderful substitute for rice. 

Mr. Gatuines. Does your organization recommend that it be made 
permanent ? 

Monsignor Swanstrom. I do not think the American Council has 
discussed that. 

Mr. Garntnes. You do not have any view with respect to the atti- 
tude that it be made permanent? 

Monsignor Swanstrom. No, I do not think so. I do not. want to 
speak for everybody. Incidentally, this is Mr. Norris Wilson and 





Mrs. Tourover from Hadassah. Have you got any feeling about it | 


being made permanent ? 

Mr. Parrerson. I think many of our agencies would feel that any- 
thing in the way of permitting longer term plannings, as the chair 
man has indicated would be desirable. 
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Mr. Garurnes. You are in favor of a long-term arrangement. 
That would meet the problem, about as‘ well as making title II per- 
manent. 

Mr. Parrerson. You mean if the commodities were made available 
under title III, is that what you mean, sir ? 

Mr. Poacr. Even though we extend the law for one year’s time or 
2 years’ time, but provide that the Department can make long-term 
commitments. 

Mr. Garuines. That is correct. 

Mr. Poacer. It would serve the purpose without extending the law 
over a period of time. It might be extended for 20 years and if the 
Department w ould-only make one year commitments at a time, it would 
not achieve anything for us, but if we authorized long-ter m commit- 
ments, it would give you w hat you need. 

Mr. Parrerson. We would agree with you that the long-term com- 
mitments is the important thing and, particularly, in the case of the 
fats and oils as Monsignor Swanstrom has indicated. 

Mr. Garutnes. You need a greater volume of food for distribution, 
is that what you are telling us? You need a greater volume at this 
time. You ask this committee to write into the report that the com- 
mittee makes that more food should be made ~alis to hungry peo- 
ple to bring peace throughout the world. 

Monsignor Swanstrom. Yes, sir. 

Mr. Garutnes. How much food do you desire? Of the fats and 
oils or rice, how much more would be needed ? 

Mr. Wirson. May I comment? You could probably double the 
poundage, and it would help if you added a greater variety of food. 
You need fats. In toto, I should say, probably, a third more in vol- 
ume could be handled. 

Mr. Garuines. A third more. 

Mr. Witson. Yes. 

Mr. Garuines. Provided we had the fats and oils. 

Mr. Wixson. It is the variety that matters most, not the volume. 

Monsignor Swanstrom. Even 50 percent more would be good. 

Mr. Witson. May I comment on this long-term planning question ? 

Mr. Poace. Yes. 

Mr. Witson. I should say anything that the committee could do to 
reduce the nervousness of this program would be good. We are ina 
constant stir because when the programs have been committed for a 
year, we have no reason to suspect that the day after that this pro- 
gram or that program or the other program won’t be cut, curtailed or 
changed, on some basis. We often never know what basis. 

For example, at the present time, the commitments having been 
made to the field, to the programs in the field of the various countries, 
we are being asked to cut milk 10 percent across the board. We know 
why this is. Apparently, there isn’t enough milk. 

Mr. Jounson of Wisconsin. Is that dried milk? 

Mr. Witson. Yes. 

Monsignor Swanstrom. We have been told it should be cut 20 per- 
cent, I beg your pardon. 


Mr. Witson. This makes a radical change in many of the programs 
overseas. 
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Mr. Gaturinos. How long ago was that that the milk was rationed? 

Mr. Parrerson. About 2 months ago. 

Mr. Witson. A month or 6 weeks. 

Mr. Gaturnes. Is it 10 or 20 percent ? 

Mr. Witson. Twenty percent. And when I use this specific ex. 
ample, I do it to cite the kind of nervousness that we all have about 
the programs from month to month. 

I think if there were a long-term commitment and an ability to 


plan for longer term programs and produce for longer term programs, | 


part of this nervousness would be dissipated. 

Mr. Horven. How could you remove that 1:ervousness if commodi- 
ties are not in surplus supply and cannot, therefore, be made avail- 
able? 

Mr. Wirson. The cows are there. 

Mr. Horven. I know, but we are talking about surplus which ean 
be made available to hungry people. 

Mr. Witson. We are talking about food for hungry people. 

Mr. Hoeven. But if there is no stock in Commodity Credit, how 
can vou give it out? 

Mr. Jonnson of Wisconsin. I am trying to get the figures on the 
milk. 

Mr. Poace. Did the Department tell you why there was a shortage 
of nonfat dried milk? 

Mr. Wirson. No. 

Mr. Poace. Did they give you any reason at all ? 

Mr. Wirson. We have to guess. This is the point. Nobody tells 
us anything. 

Mr. Poacr. My guess is that there isn’t any such shortage. 

Mr. Witson. We are trying to put the best face on it possible. 

Monsignor Swanstrom. Let me give you a better example of ner- 
vousness. 

In Chile, we have a very large program. And I know by fact that 
it is appreciated by the people of Chile and has won for the United 
States a great many friends down there. I know that. I can prove 
it by testimony. 

I know something about the size of our surpluses. Yet, it has been 
told to our officials and the officials of the agencies that we work with 
in Chile, that we will have to cut this program 20 percent every year 
for the next 5 years. Sothat we will gradually put it out of business. 

Well, you are not going to clear up the poverty in Chile in the next 
5 years. You may put a little bit of a dent in it in 5 years. We have 
put a dent in the poverty in certain other places. But knowing some- 
thing about the surpluses, isn’t it silly for any official to say, “Now, 


you have got to cut that program 20 percent every year for the next | 


5 years?” 
Mr. Poacr. Monsignor, I could not agree with you more. I think 
you are exactly right, but we have had witnesses sitting in that chair 


for the past 2 weeks tell us that we could wipe out the surpluses in | 


the next 3 years. And that they expected to wipe them out in that 
time. I do not expect anything of the kind. I think it indicates 
a complete lack of knowledge of anybody in Agriculture to make any 
such statement. But nevertheless, representatives of the farm or- 
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ranizations, representatives of the Department, too, will tell you that 
they expect to see these great surpluses just vanishing like the morning 
mist. ‘They do not know how it will happen, but they expect it to take 
place. I do not expect it to take place. 

I think we all should make definite lans to use these surpluses for 
at least 10 years’ time, and if during that time, we have some serious 
calamity, I would not object to the United States making commit- 
ments to supply any amount because we can supply it. And when 
Tas an individual contract to sell my calves next fall, I have to supply 
them and I am perfectly willing to take that as one of the calculated 
risks. I do not see why our Government cannot do the same thing. 
It isn’t a proposition of saying, “We didn’t get out here and burden 
ourselves to assume these obligations.” 

If we can make contracts lasting for a period of years that are 
substantially sound, I do not think we have to go so far as to say it 
will be contingent upon whether or not we make a good crop. We 
can supply the needs within the realm of reason. 

Monsignor Swanstrom. There are a few churchmen amongst us 
who would tell the farmers of this country to build up some surpluses 
of other foods. 

Mr. Poace. They are building up too many surpluses, anyway. 

Mr. Matrruews. Mr. Chairman, I would like to tell the witnesses 
how very much interested I am in the program that I think you are 
doing so well. To me this is the most important part of all of Public 
Law 480. I think one reason that interests me is that I do not believe 
anybody is making any money out of it. Not that I am opposed to 
people making money. But the thing that has worried me about 
some facets of Public Law 480 is that it seems to me like we have so 
many, you might say, ingenious methods of making money, and operat- 
ing, and it is getting more and more difficult to keep up with. 

I am in favor of the law, but I am particularly in favor of this 
great program that you sponsor. 

I wanted to ask—I think Mr. Gathings has already brought it 
out—about the extra volume that you think you could handle with 
your present distribution facilities and you feel it would be at least 
a third or half more ? 

Monsignor Swanstrom. I would say a half more. 

Mr. Marrnews. I am assuming that your work is on a person to 
person basis ? 

Monsignor Swanstrom. Yes. 

Mr. Marruews. I am, also, assuming that as you said, Monsignor, 
that the people who receive this aid realize that it comes because the 
American people love them and want to help them ? 

Monsignor Swanstrom. That is true. 

Mr. Marrnews. In other words, they realize that this surplus costs 
the American taxpayers, but that they are willing to do this, not 
to make money, but just for humanitarian reasons. I am not par- 
ticularly important, I suppose, so far as the great body of Congress 
1s concerned, but I tell you this, that the inspiration to my feelings I 
want you to know, if they mean anything, I want you to know that I 
believe in you. I think it is wonderful. 

I wish that the American people could realize just how much this 
means. You do not deal with governments. One government today 
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might be friendly to America, tomorrow that government might be, 
an enemy. When we deal with some aspects of this foreign program, 
we have to deal on a government-to-government basis. The Batista 
of today is the Castro of tomorrow. I am not taking sides with either, 

But it would seem to me that this is the most solid, the most funda- 
mental program we have to make friends for America. I think it is 
unconscionable as long as we have any foreign aid program, s0- 
called military support, or economic support, that we as a Congress 
do not do everything in the world we can to uphold your hands and 
to make more of this food available to you. 

Thank you, Mr. Chairman. 

Mr. Horven. I am sure every member of this committee is in ac- 
cord with the purpose of your organization and what you are trying 
to do, namely, to actually bring food to hungry mouths. 

I am sure you also fully appreciate the many difficulties and handi- 
caps that are involved in that kind of a program. 

I would like to know now just how your organization operates? 
For example, certain food is made available to you, say, for instance, 
for distribution to people in Peru. Let us assume it is wheat. 

Is such wheat, when finally distributed, properly marked as a gift 
of the people of the United States ? 

Monsignor Swanstrom. Not only are the bags marked, but the 
containers that we use. And then we put up signs at the distribution 
point and by publicity in the papers and by word of mouth, we make 
it very clear that it is a gift of the American people. And some- 
times, the churchman in his zeal will say it came from the church, 
and we will deny that publicity and say, “No. This comes from all of 
the people of the United States. We are just an agency that has the 

rivilege of distributing it. But it is a gift of the people of the 
Tinited States.” We go to great extremes—sometimes it bothers us 
the extremes we go to, to make it very clear that it comes from all 
of the people of the United States. 

Mr. Hoeven. The wheat comes over in large containers or sacks, 
does it not ? 

Monsignor Swanstrom. Yes. 

Mr. Hoeven. Large sacks ? 

Monsignor Swanstrom. Large sacks. 

Mr. Hoeven. Then it is packaged. 

Monsignor Swanstrom. Repackaged in small sacks and in small 
packages and in the language of the country, Spanish or Chinese, or 
Vietnamese, it will say “Gift of the American People.” 

Mr. Hoeven. So each individual who lines up for food receives his 
individual package which is properly marked. 

Monsignor Swanstrrom. No, not always. Because sometimes not 
having the individual packages, they will bring their own containers, 
and we will give them so many pounds in their own container. But 
it will say in big letters “The Gift of the American People,” on the 
sign at the distribution point. So they know it is coming from the 
American people. 

Mr. Hoeven. Is it your impression that those people understand 
and know that any bulk wheat which they are getting comes from the 
people of the United States? 
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Monsignor Swanstrom. Definitely. If you went to any child in 
Spain and said,“Where do you get milk from every day?” He would 
say, “The good people in the United States send me over milk. And 
I get it.” 

“ou can walk through the streets of Santiago and ask Where do they 
get this milk that they give to the children every morning? “From 
the people of the United States.” 

You can go to Hong Kong and ask some little child on the street, 
“You had a nice breakfast this morning?” 

“Yes, from the people of the United States.” 

That is gospel truth. I have done it myself. I have walked down 
the street and asked the kids, sometimes through an interpreter. 

Mr. Hoeven. I ask these questions for the reason that we have to 
largely deal with governments rather than individuals. Some time 
ago I was advised that a certain government received a shipload of 
wheat, which then had to be channeled through the government then 
in power. And that the actual distribution of the wheat was made 
to those who were in sympathy with the government, and “party 
hacks,” so to speak, saw to it that their particular group of voters 
and sympathizers were receiving the wheat. 

Have you ever run into that kind of situation ? 

Monsignor Swanstrom. I think I have. I have seen that happen. 
But it will happen more with title I than it would with title ILL. 

Mr. Hoeven. Is there any improvement in the situation ? 

Monsignor Swansrrom. I think there is. I think so. And I con- 
tinually ask people from other countries who come into our office, 
“Do people all over the world know that it comes from the United 
States ?” 

Do not fool yourself. They definitely do. That does not happem 

But then you take a government like Uruguay, which isn’t too 
friendly to the United States at the moment. They kind of resent 
this insistence on our part that the people have to be told that it is 
a gift of the people of the United States. We say, “All right, those 
are the rules and regulations. If you do not want to abide by it, we 
cannot supply you any food.” 

So I do not think that happens too often nowadays. I am con- 
vinced it does not, because I have been in every one of these coun- 
tries and I know the church agencies and CARE and the Friends 
here that are distributing it make it very clear that it is a gift of 
the people of the United States. 

Mr. Anernetuy. I do not know whether I have a question of not. 
I was interested in the comment made by the gentleman—what is 
your name ? 

Mr. Witson. My name is Wilson. 

Mr, Anerneruy. A moment or two ago you said that you would 
like to see the program expanded. And I, certainly, would, too, so 
long as there is a need for it around the world and, particularly, so 
long as we are producing surpluses in the United States. But the 
thing that brought this program about was the surplus. 

And day after day we have listened to statements in the well of 
this committee, by witnesses from farm organizations, and from the 
Department, and we have listened to speeches on the floor of the 
House, all of which condemned surplus production and point up the 
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dilemma that is created on the American farms. So as the result of 
those surpluses, this Public Law 480 became law primarily for 4 
means of disposing of surpluses with the hope that sometime in the 
next year or 2 years or 3, 5, or 10--no one can say when—that we 
will have eliminated surpluses and move all of our products into 
market. 

Now we hear such statements from people—I am reading from one 
now that I just pulled out of my desk drawer—that Congress should 
put aside political maneuvering, in these programs that we have for 
agriculture, which they say caused the surplus production—and they 
speak of political price fixing. That is in the statement here. This 
is not from the Department. I do not happen to have one of the 
Department’s statements in my desk at this time. But a statement 
of that kind comes from the Department. 

I suppose you could pick out numerous phrases of that character, 
which are causing criticism of our farm people and they are being 
referred to as political moochers or whatever you might call it of the 
Federal Treasury. 

You gentlemen, as I understand, are advocating a continuation of 
this situation and even an expansion of it to the point there would 
be as much as a third more of the surpluses available. 

What can you do to temper the abuse being made of American 
agriculture and our American farmers for having produced these 
so-called surpluses ? 

Mr. Witson. In the first place, Mr. Chairman and members of the 
Committee, I do not think anyone on this side of the table regards 
the agricultural surplus now held in the United States as a curse, 
And we do not blame the farmers for it. We think the farmers ought 
to be in the business of producing for need and for consumption. 

Mr. Asernetiy. Do you think they ought to be in the business of 
producing for the world need? I am not expressing an opinion, but 
I am asking for what are the facts. Do you think they ought to be 
in the position of being encouraged to produce for need at the expense 
of the Commodity Credit C orporation. Do you think they should 
be ag aged to produc e for this free distribution around the world! 

‘, Witson. Yes, sir; 1 do. I think the money—— 

Mn ABERNETHY. To what extent do you think that obligation falls 
upon. us? 

Mr. Witson. Well, let us take, just to be absolutely concrete, to 
the extent that you are now involved. For example, I understand 
that we are paying for storage roughly $2 million a day. And the 
purchase price of the goods that we store is, also, money that is now 
being used. 

It seems to me that the money that is now being used and for the 
foreseeable future will have to be used in order to protect these un- 


used surpluses, indeed, mountainous surpluses, give us_ sufficient | 


grounds or basis for saying possibly there are other ways by which 
these moneys could be used constructively and in a way that would 
help us both to reduce the surpluses and produce for needs. 
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Supposing, for example, we were to take our membership in the 
United Nations seriously and to ask other surplus producing coun- 
tries to take their membership seriously, and supposing we were to 
take what we all know, that two-thirds of the world’s people are un- 
dernourished, as the basis for consultation on the problem of the use 
of surplus. And supposing we were to take the money, or even a part 
of the money, a small fraction of the money we are now using to store 
these surpluses, and to buy them, pour our money into our food and 
start a school feeding program in every country of the world. Takea 
child from the age of 4 to the age of 12 or 14, at this time when under- 
nourishment and malnutrition, and so on, permanently distort. 

Mr. AnerNeTHY. Are you saying that the production of the Amer- 
ican agriculture or any other American industry should be geared to 
this highest potential production and the surplus distributed to the 
needs of other peoples of the world ? 

Mr. Wuson. I am just suggesting—you asked me what I think— 
and I think there is a need, the size of which really makes our surplus 
look very, very tiny. 

Mr. AnerNetHy. Are you saying then that that should be a pri- 
mary objective of the Government, whereas now it is secondary, inas- 
much as Public Law 480 and other disposal programs became law for 
the purpose primarily of disposing of surpluses and bringing pro- 
duction in line with demand? The disposal program now is secon- 
dary by virtue of the language in the acts passed by Congress. Are 
you now saying that the distribution of X commodities should be 
made the primary objective? 

Mr. Witson. Yes, [ say that. 

Mr. Apernetny. I yield. 

Mr. Hoeven. Do I gather from your remarks that you are not 
concerned about the $1 million a day cost of storage ? 

Mr. Wiison. I am absolutely concerned about that. 

Mr. Horven. All right now. You know the temper of the country, 
regarding the cost of CCC storage and the difficulty we are having in 
enacting remedial farm legislation. The greatest. criticism involves 
the terrific cost of the storage program that will soon reach a billion 
dollars a year. It has been freely predicted, and I concur, that unless 
some solution is found to that problem very soon, the entire farm 
program will fall of its own weight. Then if there is no longer a 
Commodity Credit Corporation, where are you going to get the sup- 
plies to carry on your program ¢ 

Monsignor Swanstrom. I know a partial solution to the problem 
Mr. Wilson was suggesting. A use of some of the moneys being paid 
for storage for other purposes. You pay the ocean freight for us 
now—ICA does—through countries—through the Mutual Security 
Act. There are many countries, Bolivia immediately comes to my 
mind, where the Government, nor the agencies of the people have the 
money to get the food that we could deliver to a port out to the poor 
people in the country. 

Some of the money we are spending now for warehousing, if it 
could be used for a purpose like that, you would feed people who are 
starving and hungry. There are millions of kids who go to school 
every morning without any breakfast. And they fall asleep at their 
desk. Where we have been able to introduce these school lunch pro- 
grams that no longer happens. That is what Mr. Wilson is suggesting. 
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Mr. Hoeven. We must not lose sight of the purpose of Public Law 
480 which is for the orderly disposal of surplus agricultural commodi- 
ties. If we are going to embark on a complete relief program, it cap. 
not be on the basis of amending Public Law 480. If it is to become 
a relief program, I doubt very much whether this committee would any 
longer have jurisdictifon of the subject matter. 

Mr. Parrerson. I do not think the agencies are talking or lookin 

rimarily toward a worldwide relief program in the sense that Mr, 


oeven has spoken of. I think that we are all very much concerned | 


about the tremendous costs of the storage. And our position is that 
we have facilities and want those facilities used to the greatest extent 


possible to cut down the existing storage and storage costs. And to the | 


extent that other commodities such as fats and oils which are not now 
available to the program could be made available, we would not en- 
courage the production of those commodities for storage but for use 
in programs of distribution to needy people. 

Mr. Hoeven. Then you do not agree with Mr. Wilson. You are 
concerned about the storage costs. 

Mr. Patterson. I think he is, also, I am sure. 

Mr. Hoeven. How can you avoid additional storage costs when you 
in your answers to Mr. Abernethy said that your objective was to have 
our farmers produce more and more surplus goods, which we all know 
will in large measure go into Commodity Credit storage. Doesn't 
this all mean that storage costs will increase? 

Mr. Wuson. I think I am being misunderstood. The question, as 
I understood it was, are there alternative ways that might make it pos- 
sible for us not to have these surpluses and at the same time serve a 
larger proportion of the needs. The gentleman is referring to our re- 
quest or suggestion that these programs could be increased by 50 per- 
cent. All I am saying is that it seems to me there are alternative ways 
by which the surpluses can be gotten rid of, the farmers can produce 
for use and we can do it not unilaterally, as we are presently doing it, 
in a rather limited way, but in concord with the other nations who 
are similarly perplexed about to get rid of surpluses. I think this is 
another possibility. 

Mr. Apernetuy. Well, may I make this observation, Mr. Wilson! 
I do not want to leave the impression that I would be unreasonable 
about aiding the poor, and through appropriations to make adequate 
supplies of food made available to every person on the face of the 
earth. I just cannot conceive of anyone saying that. 

On the other hand, we are faced with the cold issue as members of 
this committee, representing American agriculture, of doing some- 
thing to improve their standard of living, which is not too good. 
There is a tremendous amount of poverty among the people on our 
farms. Their income is lower than any other group of pecple in 
America. Their per capita income is lower. But in spite of that 
fact, they are subjected to constant abuse, criticism, and so are we on 
this committee, for having enacted “XYZ” program. These pro- 
grams are spelled out as programs which have created surpluses, and 
we are charged with the responsibility of doing something about it. 
That something is to eliminate it. 

We have to take a stand one way or the other. We either must say 


that we are going to eliminate them or we must take the position that | 


you take this morning that we shall continue to produce them and 
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produce them for what—for redistribution among the world. 1 do 
not think we can sell that in the Congress. I wish we could. I am 
not criticizing the Secretary. We cannot sell it to the Secretary. We 
cannot sell it to the Congress. Because if we adopt that policy, then 
we must at the same time adopt a policy to gear all of the American 
industry to the highest potential production so as to raise the stand- 
ards of living of peoples of the earth, not just in feeding them, but in 
clothing and housing, and so forth. _ 

Do you suggest that we make Public Law 480 a permanent program 
and that it be expanded with the idea that we will make available to 
the peoples of the world, free or at cost or for such as they are able 
to pay the surplus output of American agriculture? 

Mr. Wusson. I do. 

Mr. AnerNETHY. You do? 

Mr. Witson. Yes. 

Mr. Apernetuy. That is all. 

Mr. Jones of Missouri. I am interested in several aspects of this pro- 
gram. First, I want to commend the Monsignor for using the word 
“abundance.” I like that word “abundance” better than I do “sur- 
plus.” Because we do have an abundance of food rather than a —— 
to the extent that we do not have enough food to feed the world. There 
will still be people hungry if were were to distribute all of our surplus. 

Here is the thing that worries me. 

I noticed in this organization of American Council of Voluntary 
Agencies for Foreign Service, which you are representing here this 
morning, there are some 38 or 40 agencies. If I am correct, that 
does not include all of the religious organizations that are engaged 
in the distribution of food; is that correct ? 

Monsignor Swanstrom. I think it would include all of those that 
are. They are all members of the American Council, I believe. 

Mr. Jones of Missouri. There seem to be churches or organizations 
that I think are engaged, at least, to a certain extent in some countries 
in distributing surpluses that are not included in this list. 

Monsignor Swanstrom. They come under the banner of one of the 
other agencies, like the Church World Service, which would encompass 
a large number of those, the Lutherans, ourselves, you see. I dare 
say that most of them, practically all would be included under the 
general banner of one of the top organizations. 

Mr. Jones of Missouri. What I am getting at is this, everything 
that you are doing is most commendable, but I think that we have 
to recognize the cost involved. What is the present budget of this 
group of organizations, say, for a year. 

Monsignor Swanstrrom. The American Council? 

Mr. Jones of Missouri. The American Council. 

Monsignor Swanstrom. $80,000. 

Mr. Jones of Missouri. How much? 

Monsignor Swanstrom. $82,000. 

Mr. Jones of Missouri. $82,000. 

Monsignor Swanstrom. You are talking about the American Coun- 
cil now ? 

Mr. Jones of Missouri. I am talking about this organization that 
you are here representing this morning. 

Monsignor Swanstrom. That is right. 

Mr. Jonzs of Missouri. That is a budget of $82,000 a year? 
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Monsignor Swanstrom. Yes. 

Mr. Jones of Missouri. Which, of course, is comparatively a small 
budget when you are trying to spread yourself over the world. 

Monsignor Swansrrom. Yes. 

Mr. Jones of Missouri. What are the expenses to which this budget 
is allocated ? 

Monsignor Swanstrom. This agency tends to coordinate the work 
of all the various agencies. 

I am wondering if you are asking about the budget of the American 
Council or all of the agencies ? 

Mr. Jones of Missouri. The budget for the American Council of 
Voluntary Agencies, which I think you have printed on the back of 
this sheet—38, I believe, it is in numbers? 

Monsignor Swanstrom. It is $80,000 expense for a staff that hel 
to carry on work through committees of the various phases of the 
organization’s work, resettlement, migration, technical assistance, this 
surplus food, health, and so forth. 

Mr. Jones of Missouri. I know that we do not like to talk about 
money when we are engaged in charity. I understand that. 

Monsignor Swanstrom. We like to talk about it. 

Mr. Jones of Missouri. We have to get down to some of the practi- 
eal things in this program. You said $82,000, That is the money 
that is spent for your organization here in the United States to direct 
its activities. 

Monsignor Swanstrom. That is right. 

Mr. Jones of Missouri. That does not include any of the costs of 
distributing the food ? 

Monsignor Swanstrom. No. 

Mr. Jones of Missouri. Is that right ? 

Monsignor Swanstrom. That is right. 

Mr. Parrerson. The American Council is not operational—does not 
carry on programs itself. The member agencies carry on the pro- 
gram. 

Mr. Jones of Missouri. You mentioned a minute ago something 
about Chile, about taking food there. Is that food distributed by this 
organization in Chile, or does this organization designate one of these 
groups or members of your organizations to actually carry on the 
distribution itself ? ; 

Monsignor Swanstrom. It does not designate, but one or more of 
those organizations will carry on a program in Chile. CARE hasa 
program, 

Mr. Devine. No. 

Monsignor Swanstrom. Church World Services has; Catholic Re- 
lief Services has a program in Chile at the present time. 

Mr. Jones of Missouri. What I am getting at is this, there are other 
religious or church organizations outside of this group here who ar, 
also, doing some distribution of surplus commodities, is that correct 
or not ¢ 

Mr. Parrerson. Not under title III. There are about 18 agencies, 
sir, 18 American agencies distributing surplus food around the world 
under title IIT. 

Mr. Jones of Missouri. That is apart from your organization ? 

Mr. Partrerson. Eighteen of those listed on the back of that sheet. 

Mr. Jones of Missouri. There are 38. 
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Mr. Parrerson. Of those 38 about 18 are engaged in title III food 
distribution. Others are engaged in many activities. And others 
are engaged in other welfare activities but are not involved in the 
4 II program. ae : 
Mtr oees of Missouri. Would it be possible for avoiding duplica- 
tion of effort in any area? ; 

Monsignor Swanstrom. In each of these countries we have a coun- 
cil of agencies to clear with each other so that there will be no dupli- 
cation of programs. ; ; 

Mr. Jones of Missouri. In other words, these separating agencies, 
also, have a budget that they are spending? 

Monsignor Swanstrom. Exactly. 

Mr. Jones of Missouri. Is that correct? 

Monsignor Swanstrom. That is correct. 

Mr. Jones of Missouri. In other words, when we get down to some 
country or some specific area in a country, where the church has a 
mission, that you would probably designate that mission to act as the 
distributing agency of that? 

Monsignor Swanstrom. That iscorrect. Between us then we spend 
millions of dollars—all of the agencies of this council. 

Mr. Jones of Missouri. You spend millions of dollars. When 
you say you spend millions of dollars, are you saying that you are 
spending millions of dollars? 

Monsignor Swanstrom. Of funds that we raise ourselves. ; 

Mr. Jones of Missouri. That is the funds that the church raises 
itself. 

Monsignor Swanstrom. Yes. 

Mr. Jones of Missouri. The Government pays the transportation ? 

Monsignor Swanstrom. That is correct, to the port. 

Mr. Jones of Missouri. What is that? 

Monsignor Swanstrom. To the port of entry. 

Mr. Jones of Missouri. Do you cooperate with or do you have the 
assistance of the ICA, for instance, in these countries for making the 
distribution ? 

Monsignor Swanstrom. Yes, we do. No financial assistance, how- 
ever, within the country itself. 

"Mr. Jones of Missouri. How is that? 

Monsignor Swanstrom. No financial assistance from ICA itself 
within the country itself. . 

Mr. Jones of Missouri. You have the services of the personnel in 
those countries? 

Mr. Swanstrom. Exactly, we do right here; I should pay tribute 
to both Agriculture and ICA for the support and the cooperation that 
they give to all of our agencies. If it were not for them, we would 
not be able to operate these programs. 

Mr. Jones of Missouri. I hope you do not misunderstand me. I 
think, personally, as has been expressed by other members here, I 
think that the most effective result that we obtain is through this 
person-to-person exchange. I am for that 100 percent. I would like 
to see 1t carried on more. And yet, I know that in the ease of both 
here at home and in other countries, we very often have a duplication 
of effort. In other words, in the small town where I live they will 
pick out one family and then maybe four churches will pile every- 
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thing into this one family to help them out and others in the com. 
munity are, apparently, forgotten. 

What are we doing to avoid that duplication of effort? 

Monsignor Swanstrom. We have a council of agencies in each coun- 
try ; we compare our programs. 

Mr. Jonxs of Missouri. You say council of agencies in other coun- 
tries. Thatis not paid for out of the $82,000 budget ? 

Monsignor Swanstrom. No. 

Mr. Jones of Missouri. Who pays for that? 

Monsignor Swanstrom. We do amongst ourselves. 

Mr. Jones of Missouri. What? 

Monsignor Swanstrom. We do that locally amongst ourselves, We 
support those councils, the various agencies. ‘They do not cost too 
much. 

The CuatrmMan. That isa decision among yourselves in working out 
the programs ¢ 

Mr. Patrerson. It is to avoid duplication. 

Mrs. Tourover. In order to set up a program an American citizen 
has to be responsible for the distribution, according to the regulation 
for the distribution. And once that American citizen is set up for 
the distribution, a committee is formed to select those groups that 
are eligible to receive it. That is strictly governed by certain regu- 
lations which the Department of Agriculture and the ICA set up. — 

That being the case, the food is distributed to those persons. 

The government of the country where the material is distributed, 
also, has some say with respect to it. And in that respect, the food 
reaches only the needy person according to the definition which the 
agency has accepted as its responsibility through the American citizen 
which it has designated and named to the ICA for that purpose. In 
the U.S. operation, the citizen in each one of the countries supervises 
that and sees that the food goes to the needy persons as defined by 
Agriculture and ICA. 

There is no question but that the operating agency which comes 
under the guidance of all of these groups reaches into the needs of 
the persons of the country where the goods go. 

I think you should understand, too, apart from the fact that the 
food is a gift of the American public, it isn’t only a gift of the food 
per se. That is important in and of itself. But once we get this 
food we teach people how to use food. I, myself, in Israel, for in- 
stance, under the program which has been administered by Hadassah 
have had to teach people how to use butter which was a surplus com- 
modity in the United States, known as American butter. It was a 
problem of teaching people who had never used butter how to use it. 

That being the case, those persons having learned how to use butter, 
once butter becomes a distributable item under a commercial basis, we 
are opening up markets for American foods which otherwise would 
not have been known to these persons at all. 

The same is true of rice. The same is true of other products. 

I can think of beans, for instance. Enormous resistance to a certain 
type of red bean in Israel when we first had it for distribution. And 
we had to teach people how to use them—from the funds acquired 
from the Hadassah not from the American Council, because that is 
not an operating agency in Israel. Hadassah is the operating agency 
for that purpose. We taught persons how to use these beans. 
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And when they were taken off of the surplus commodity list, it began 
to be a problem to us because we didn’t have the beans any longer to 
use. If those beans were now available and were supplied in quantity, 


' we could not only have facilities for buying them, but persons having 


learned how to use them, present a market for American surplus 
commodities. 

So I do not think that you should look on this program only as a 
relief program. It is a program which once there has been a teaching 
for the use of the commodity, presents ultimately commercial opera- 

ns. 
othe CuarrMan. Might I interrupt to say that I think your explana- 


| tion of how the program is operated is thoroughly compatible with 


the indicated purpose of this law. 

Mrs. Tourover. That is right. 

The CuHarrMAN. One of the objectives was to create markets for 
agricultural commodities and to teach people in other parts of the 
world to use the commodities as they are used in this country. 

Mrs. Tourover. That is right. 

The Carman. We have several witnesses, and we must hurry 
along. 

Mr. Snort. Mr. Chairman, this question comes to my mind in con- 
nection with this program. We have gone into the foreign aid pro- 
gram. There is a provision for assistance to refugees, which I think 
should be considered in the relief program to some degree. 

You brought out the point that with the foods you were able to 


_ offer these people, you needed more fats and oils to round out the diet. 


I am interested in the relationship of our foreign aid program with 


| the program that you people carry on. Let me say right here, I think 


you people are to be commended for doing a wonderful job to feed 
people all over the world. 

I do not quite understand if there is a need for something else in 
the commodities that you people are able to distribute by virture of the 
Public Law 480 program. Isn’t there some way that funds are avail- 
able for some of these other very necessary foods that seems to me to 
be necessary for the aid of people in the world, isn’t there some way 
ome of those funds could be used to supplement what you have to 
do? 

Monsignor Swanstrom. We said in hearings before the Congress 
we wish there was some way, but, unfortunately in most of those 
countries, the government will spend its foreign aid budget on the 
thing that it is primarily interested in, and they are not too concerned 
about the needs of the poor in many of these places. We try to serve 
people who haven’t the money to buy for themselves. 

I know what you are driving at. It could be done. It just does not 
operate that way. 

Mr. Suortr. The need becomes so critical before the program comes 


in and it does not have a quite broad enough scope; it is limited, I 


think properly so, to the commodities which are in the surplus by 
virtue of our price-support program. If, in some way, out of all of 
these moneys spent on foreign aid around the world, if a small nart of 
it—we would only need a small part of it—as I see it, to supplement 
what you people have available to you—to enable you to provide an 
adequate diet to these people that are so badly in need of it. 
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Monsignor Swanstrom. We have been asking the Congress 'to do 
that very thing for the last couple of years. I can cite you quickly g 
very good example. In Vietnam there is a great need for rice. We 
tried to get $10 million additional rice for them. When it came, the 
Vietnam Government would not take it out of their foreign aid 
budget, but if you gave them $10 million more, they would buy $10 
million more of rice. 

Mr. Devine. On behalf of CARE, this is a real problem, this prob. 
lem of having short supply of different commodities. For instance, 
this year we are going on the open market and buying a million dol- 
lars in rice, margarine, and beans. 

Mr. Sort. What funds are you using for that? | 

Mr. Devine. Donated funds, as I am sure most of the other agencies 
are using, from people of the United States. We will be buying these 1; 
commodities and backing up the school lunch feeding programs with 
these commodities in addition to the milk and cornmeal and flour | py 
that we get under Public Law 480. 

Just one passing remark, in answer to what do you do when there _¢} 
isn’t any surplus. I think the answer obviously there is that yougo in 
and buy more food on the open market with whatever available dona- 
tions are at your disposal. Certainly, it has been a tremendous help 
to us in having Public Law 480 to increase our aid to those man 
areas of the world that need it. I think that, as has been expressed this | of 
morning, the ability to get very often the only assistance to the little 
man from the United States through this kind of operation has‘made an 
many, many friends even though you talk about foreign aid, thatisa | It, 
wonderful thing, and it works very well, but very often it does not | to 
get down to the little man and affect him personally. He may seea 
bridge being built or a highway or may see something coming to himat | [ 
a later date, but when it gets to his glass of milk, when his children | _ pl: 
in school eat, this is something very personal. It touches him. This' mi 
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creates good will. This is the person-to-person level. Thank you. th 
Mr. Quie. ‘Isn’t it correct that the only moneys you have aredonated I[t 
by people? am 
Mr. Devine. That is correct. 


Mr. Qutr. If there is some expansion of this program, it will have the 
to come from moneys donated to your organizations by the American _val 


people ? of 
Mr. Devine. Expansion in buying commodities that we need tomake are 
a full feeding program, yes. | Ie 
Mr. Quire. But what about the expansion of the use of the moneys ( 





that are available to you—of the supplies that are available to you! _to 
Mr. Devine. We purchase as much of these as we can intelligently 
program. hay 
Mr. Quite. There isn’t any fault on the part of the US } 


Government in not providing enough food for you to distribute. You jus 
cannot expand the distribution of those foods—you cannot dos h 
because you do not have enough money to set up the program. T 

Mr. Devine. We, certainly, can expand our program as was stated \ 
before, up to 30 or 50 percent. / and 


I would like again to restate that our programs are intelligently, “ 
negotiated overseas by our American representatives who spend may | 


months working out all of the details of the program. This is nd fy 
the. 
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just a disposal program, It is an intelligent family and school lunch 
a family fading rogram. Therefore, it becomes difficult after 
all of this work has been done and the program is presented to find 
that, as mentioned before, 20 percent of the total allocation is 
not available, not only in the milk part of the supplies, but in other 


su lies. 

Kr. Quie. Is that in cornmeal flour? 

Mr. Devine. It happens every day. 

Mr. Quie. It does? 

Mr. Devine. Yes. 

Mr. Jounson of Wisconsin. I want to get this in the record. Some 
time ago, it was brought out there has been a 20-percent cut in nonfat 
dry milk. I found out the quantity that CCC has. As of May 31, 
1959, they had 125,627,000 pounds. This was on hand. And a year 
ago they had 190,275,365 pounds. That is less dried milk on hand, 
but I do not think there is any chance of its being used up. _ 

Mr. SrussLeFIELD. Monsignor, you, apparently, are interested in 
this program, and I would believe it is a spiritual and sociological 
interest. 

Monsignor Swanstrom. Humanitarian. 

Mr. SrupeLerretp. To what extent, in your opinion, does this pro- 
gram impede the progress of communism in the countries in which you 
operate / ; : 

Monsignor Swanstrom. I think that it accomplishes a tremendous 
amount in impeding the progress of communism ina country. I think 
Italy is a good example. We haven’t stopped it. It didn’t succumb 
to communism. If it weren’t for American foreign aid and these 
programs, they would have gone Communist about 7 or 8 years ago, 
I am convinced of that in my own mind and heart and soul. And in 
places like Hong Kong and Vietnam and Korea, where the Com- 
munists are making such an effort to win them over, I think the help 
that American aid is doing is helping to stem the tide of communism. 
I think it is true in many places of the world. It does a tremendous 
amount to stop communism. 

It is interesting in all of the Communist countries they put us out— 
they refused to allow us to carry on programs—Poland, Czechoslo- 
vakia, Rumania, Bulgaria, places like that. We have been put out 
of those countries. They don’t want us helping the poor, because we 
are stemming the tide of communism. That isthe best possible answer 
I can give you. 

Consistently, they come under Communist domination, we are told 
to get out and stay out. 

Mr. Srvuseierievp. In your opinion, what is the alternative of not 
having this program ? 

Monsignor Swansrrom. I am convinced all of the other people are 
justasconvinced asTam. Aren’t you? 

Mrs. Tourover. Of course. 

The Cuarmman. We thank you very much. 

Monsignor Swansrrom. We thank you for the very fine hearing, 
and we appreciate it very much; and we appreciate the generosity 
of your Agriculture Committee. 

The Cuamman. I would like to include in the record at this time 
a telegram from Mr. Schneider, the foreign service secretary of 
the American Friends Service Committee. 

442735947 
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(The telegram is as follows:) 
PHILADELPHIA, Pa., July 28, 


Hon. Haroip CooLey, 
Chairman, House Committee on Agriculture, 
House Office Building. 

Understand your committee now considering various bills concerning Public 
Law 480. Our experience overseas leads us to support strongly and on purely 
humanitarian grounds any constructive legislation looking toward more exten. 
sive use of food surpluses. We strongly recommend that any legislation 
adopted include the following four points. First, explicit wording that would 
require that urgently needed fats and oils be made available for voluntary agency 
title III distribution. Second, extension of Public Law 480 for at least 5 years 
to permit more adequate planning of distribution programs under titles IT 
and III. Third, greater use of counterpart funds for community development, 
refuge, health, welfare, and educational projects. Fourth, availability of surplus 
foods under adequate safeguards to needy people in all countries whether or 


not Communist controlled. 
Louis W. SCHNEIDER, 


Foreign Service Secretary, 
American Friends Service Committee. 

The Cuarrman. Our next witness is Mr. Clyde N. Rogers. 

We will be glad to hear you now. 

Mr. Levertnc. I am supposed to go to another committee, but I 
want to say that I am delighted to welcome Mr. Rogers to the com- 
mittee this morning. He has been very active. And I want to pay 
a tribute to a fellow Ohioan. He is very welcome to us in Ohio in 
agricultural circles. Thank you very much. 

The CuHarrMan. Weare glad to have Mr. Rogers. 


STATEMENT OF CLYDE N. ROGERS, DIRECTOR, TOWN AND COUNTRY 
REPRESENTATIVE, OHIO COUNCIL OF CHURCHES 


Mr. Rocers. Mr. Chairman and members of the Committee on 
Agriculture, I am Clyde N. Rogers, director of the Town and Country 
Department of the Ohio Council of Churches. I am here to represent 
not only myself but Miss Margaret Brugler who works with me, as 
well as the board of directors of our department. The board of di- 
rectors is composed of 27 ministers who are town and country leaders 
of the various Protestant denominational units in Ohio. An equal 
number of laymen who are heads of the various agricultural agencies 
complete the more than 50 members of the department. 

We are delighted, also, that we have representing us on this com- 
mittee from Ohio, Mr. Latta and Mr. Levering. It has not been my 
privilege to know Mr. Latta, but I have known Mr. Levering for 
some time. Certainly, I feel lost this morning that Jim Polk is not 
sitting here, because in these years I have appreciated his very helpful 
consideration from Ohio. But we are glad to have these two men, 
also, now representing agriculture. 

It has been a pleasure to appear before this committee each year 
since 1954. You are to be congratulated on what you have done for 
the people of the United States and the people of the rest of the world 
through Public Law 480. Weare very glad that. all constructive eval- 


uations of this program have shown it to be of tremendous value in| 


meeting world needs. Out of our experiences in the refugee areas 
of Europe, the Middle East and the Far East we can testify that 
this program has been very helpful. 
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It seems to us that after 6 years it is time to pause and see whether 
or not we, through our Government, have been doing enough through 
this endeavor for friendship and world peace. It is our conviction 
that we should not do less but more. It is our belief that God has 
blessed America for a purpose. Our task is not done so long as we 
have abundance of food and fiber and there is one person in the world 
who remains hungry. Having been trained at Cornell University in 
agricultural economics, I realize that there are many problems in liv- 
ing with abundance. At the same time, we will not go back to 
scarcity. ‘To have enough, we must have too much food. 

We have read with interest the various proposals for the extension 
of Public Law 480 and the enlargement of its purposes under changed 
conditions in both the House and the Senate. We endorse these 
principles as being in harmony with the best traditions of America. 
We should not be pushed into doing this type service because of our 
fear of what some other nation may do but rather that it be within 
the motivation which has been a part of American pattern of indi- 
viduals sharing with their neighbors. Because of, this shrunken 
world, our neighbors are those in need to the farthest points of the 
earth. We cannot escape this responsibility which is ours without 
losing our place of leadership in the world. 

Since 1953, when the Christian rural oversea program in Ohio be- 
came the missions program of the town and country department of 
the Ohio Council of Churches, Miss Brugler and I have had the 
opportunity of speaking before many hundreds of church and com- 
munity groups throughout the State. In discussion with untold num- 
bers of persons, we have found that the people of Ohio believe in the 
sharing of American abundance with those in need. We have been 
encouraged again and again by the willingness of people to give of 
their time, their money and effort in programs of food relief and self- 
help, using the resources of voluntary agencies like Church World 
Service—my only reason for mentioning Church World Service is our 
membership in it. I endorse what the others who represented here the 
American Council of Voluntary agencies do—and of our Government 
in meeting the needs of people. We can say beyond any shadow of a 
doubt that the many people with whom we come in contact believe in 
the association of government and voluntary groups in meeting the 
needs of hungry people. 

I heard you refer to what certain agricultural groups in America 
feel about this abundance. So far as the people of Ohio are con- 
cerned, and I do speak to farm groups all over the State and all of 
the farm agencies, these people believe we are going to live with 
abundance, and they believe that it should be used through the volun- 
tary agencies. And I can say that unequivocally, regardless of the 
agency. 

This is true not only of town and country people but urban indi- 
viduals and groups as well. For instance, yesterday morning, I men- 
tioned my mission here to the Downtown Optimist Club in Columbus, 
Ohio. They unanimously passed a resolution giving their unqualified 
backing to the use of food for hungry people around the world and 
said to me, “Godspeed on your mission here.” This next paragraph 
does not deal with Public Law 480, but I would like it to go into the 
record as well: It deals with the Mutual Security Act. 
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We also work with the Heifer Project, Inc., in the sending of liye. 
stock into the various underdeveloped areas of the world. We haye 

lowing reports on shipments sent to Iran, Germany, Korea, and 

cuador, just to name a few. Next month we will make a shipment 
to Costa Rica and later this fall one to Haiti. The FSA people ang 
the vocational agricultural groups of Ohio last year sent a shipment 
of heifers to Turkey. This year they are sending a shipment to 
Haiti, tying it in with this total relief and self-help in other parts of 
the world. It is not just the religious groups, but our other educa- 
tional and agricultural groups. 

The Cuarrman. Notwithstanding all we have done under this Pub- 
lic Law 480 and other acts of Congress, I read in the paper that 200 
people died of starvation in Haiti just a few weeks ago. 

Mr. Rocers. I refer to the fact that the Reverend Coy, who js 


known as the “Country Parson of Ohio,” is going with this shipment | 


and is, also, going to visit in Haiti while he is in Costa Rica, as a part 
of this relief program. 


The Cuamman. We were storing these commodities and at the | 


same time these 200 Haitians were dying of starvation. 


Mr. Rocers. I am afraid we were not getting enough there. The | 


food has not been available in large amounts as they would want, as 
they told you before. 
he Cuarrman. Why not? 
Mr. Rogers. They have to answer for themselves. I only speak—~ 
The Cuamman. What do you mean “themselves” ? 
Mr. Rocers. What I mean is this, Mr. Cooley; I simply represent at 
the statement level the Ohio Council of Churches. We collect funds 


for them, turn them over to the voluntary agencies, and they do the | 


distributing. 

The Cuarrman. I do not have any fault to find with your shipment 
of cattle into these areas, but I do complain about the fact that 200 
people died of starvation in Haiti when our warehouses are bulging 
with food, Where were the voluntary agencies and our Government! 

Mr. Rocers. While the 200 were dying in Haiti, there have been 
hundreds of thousands in other parts of the world that I visited. I 
have seen them dying on the streets in the Far East, where I have 
been, But we haven’t made our program large enough. We feel thet 
it should be much better. 

The CHarrMAN. This committee has made it large enough. It has 
put at the disposal of the Government, through proper channels, 
sufficient funds to buy the food. ; 

Mr. Roaers. You heard their testimony, though, they had not been 
able to get it. You heard the testimony that they were uncertain 
from time to time as to whether or not it would be available. 

The Cuarrman. All right. The committee is considering the ad- | 
visability of authorizing and maybe directing voluntary commit- 
ments. I am very much in favor of it. Mr. Poage has been plugging 
away for it for weeks and weeks. But do you know of any instance | 
where the Administration has refused to make food available when 
advised properly concerning the conditions in a foreign country! | 

Mr. Rocers. I heard their testimony just a few moments ago that 
recently they had been advised of a 20 percent cutback and yet they 
say they would like to have more. I say they would have to "7 
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The CuarrMaNn. That may be due to the smallness of the stock. 

Mr. Horven. You mentioned Haiti. We had representatives of the 
Department of Agriculture before this committee 2 weeks ago on 
Public Law 480. I think the record shows that they have dehvered 
all of the food which was asked for and could properly be distributed. 
Now, if it wasn’t distributed, then it is the fault of the people at the 
grassroots that are not getting it to the hungry mouths. 

Mr. Rogers. That is right. 

Mr. Horven. We are furnishing it to all the people who are asking 
for it and need it. fobs ; ; 

Mr. Rocers. That is right. I said I always praised the Agriculture 
Committee for what they have done under Public Law 480. As far 
as Lam concerned, you folks have done a tremendous job. 

Mr. Coap. Did you say all the food that had been requested by 
these agencies had been granted ? 

Mr. Hogrven. I am not referring to agencies, I am referring to 
people in Haiti who asked for U.S. help. 

Mr. Rogers. The agencies just got through saying—the food that 
can be required and properly handled. They have the problem of 
transportation and other things in Haiti. The record does not dis- 
close that the food isn’t available and there hasn’t been a willingness 
to provide it. 

Mr. Coap. I think the testimony of previous witnesses is contrary 
to this statement. 

Mr. Horven. The record speaks for itself. 

The Cuarrman. Go ahead, Mr. Rogers, and finish your statement. 

Mr. Rogers. We give our unqualified endorsement of the use of 
our foreign aid funds in the shipping costs in both of these humani- 
tarian relief and self-help programs. 

Some of you will remember that in an earlier appearance before 
you I suggested that in our various pregrante abroad food might be 
used as the counterpart of funds. remember in my own boyhood 
days how on the farm in Tennessee a man would do a day’s work 
for a bushel of corn, a sack of flour, or a side of meat. He got the 
food he needed for his family; we got the work we needed for our 
farm. There are many development programs in many parts of the 
world, participated in by many types of groups, in which it seems to 
me that our much-needed food might be used for the building of 
schools, hospitals, highways, sanitation systems, and developing in- 
dustry and countless other ways by using the food in lieu of cash 
for barter and trade, This also might be done in a wide way in 
exchange programs—and I would like to add the word “persons,” 
the “exchange persons programs.” 

It is my belief that it will continue for many years, and this type 
of thing might be expanded, and I wish we might look at our abun- 
dance, as we find it so constructed in this committee, as a plan for 
world development, and I believe personally that a man of equal 
status to our Secretary of State could well handle this whole abun- 
dance program around the world, and that he might have rela- 
tionships to the various bodies in tying it together. As you know, 
a number of different groups have responsibilities, but as I have 
seen it both at home and abroad, it seems to me it needs tying to- 
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are in some way. But that is not your responsibility except ag 
egislation—— 

The Cuarman. I think Congress has authorized the use of coun- 
terpart funds for every one of the items listed in your last sentence, 
And if the counterpart funds are not being used for these purposes 
it certainly isn’t the fault of Congress. 

Mr. Rocers. I think you are absolutely right. I have no criticism 
of Congress at any point, if we can tie it lowe to see that it does 
happen as you have designated. 

Above all else, food must not be used as a club but must be used 
in ways which will be beneficial to the people receiving it. We need 
to produce friendship with people in other parts of the world in the 
same level and the same way as if it were people living next door, 

As I have said to you before, I am not an expert in military affairs, 
but to me it is worse than insanity to send military aid into countries 
where there is ane and not find ways to send food, no matter what 
the problems may be. I know that is a critical statement, but I fee] 
that with all my heart. 

It is our belief that America will live with abundance for a long 
time, and that we should set ourselves to the task of using this abun- 
dance in harmony with the best traditions of American life. 

The Cuatmrman. Thank you very much, Mr. Rogers, for your 
statement. 

Mr. Behre? 


STATEMENT OF C. EDWARD BEHRE, FRIENDS COMMITTEE ON 
NATIONAL LEGISLATION 


Mr. Benre. Mr. Chairman and members of the committee, my name 
is C. Edward Behre. I speak in behalf of the Friends Committee on 
National Legislation and am a member of the policy committee of that 
organization. 

The Friends Committee on National Legislation cannot speak of- 
ficially for the entire Society of Friends (or Quakers) because the 
extremely democratic organization of the Society and its emphasis on 
the sanctity of each individual precludes official statements on ques- 
tions of doctrine or on the jerliention of our religious faith. But 
Friends throughout their history have been concerned about building 


the conditions for a peaceful world and have sought to feed the hun- , 


gry and clothe the distressed in many wartorn and disadvantaged 
countries. 

I feel sure that I reflect the feeling of a substantial majority of our 
society in strongly supporting the objectives of the International 
Food for Peace Act of 1959 as set forth in H.R. 6526 and its com- 
panion bills. In a desire to give expression to our religious motiva- 
tion in national as well as personal life, we welcome every intelligent 
means that can be devised to make our surpluses a blessing in a hungry | 
world. 

The ultimate goal that Americans seek, I believe, is a world in 
which individuals may produce with hand and brain in freedom, and | 
exchange their products and services for what they need. But with | 
the great disparities of cultural and economic development that exist | 
in the world today, normal trade and exchange need to be supple | 
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mented by special measures to bring even a minimum tolerable ex- 
istence to many of God’s children. Our national abundance in a world 
where so many peoples live in poverty must be aes with 
humility. Can we be faithful in the Se of ’s bounty in 
our hands if we do not explore and exploit to the utmost every pos- 
sible means of using this bounty not only to feed needy people at home 
and abroad, but also to help underdeveloped countries increase their 
food production and establish industries to raise their standards of 
living and provide more goods for international trade. As Senator 
Hubert H. Humphrey had so well stated: 

America’s abundance of food and fiber is a God-given blessing, a tremendous 
asset to be used to build life and hope and happiness, a powerful potential 
asset in the world’s struggle for peace and freedom. 

In view of the President’s expressed agreement with the food for 
peace objective, it is disheartening to read the lukewarm and limited 
endorsement the Department of Agriculture is giving to the proposed 
broadening and strengthening of Public Law 480 in the food for peace 
bills now before the Congress. What sense does it make to extend 
Public Law 480 for only 1 year when it is obvious to all that the 
United States will have surpluses to deal with for several years at 
least? The 5-year extension proposed in H.R. 6526 and other bills 
gives a much better basis for sound administration and effective ac- 
tion. It also will save this committee, the Congress itself, and all 
those concerned with constructive and beneficial use of our surpluses 
the time and effort that will otherwise be used in thrashing this matter 
out year after year, and that might better be used to consider improve- 
ments in the program. 

We must not confuse the issue as I fear some are prone to do. The 
food for peace program, as I understand it, is not primarily con- 
cerned with solution of the so-called farm problem in this country. 
We cannot for some years escape the fact of the existence of agricul- 
tural surpluses. Starting from this fact, the food for peace programs 
seeks means to use our surpluses for human betterment and to pro- 
mote world peace. If in so doing the flow of our products to other 
countries can be permanently facilitated, a very real contribution will 
have been made incidentally to solution of the farm problem. But 
that is not the primary objective of the food for peace program. 

While technically amending Public Law 480, the Food for Peace Act 
ve 2 with a much broader policy statement. I quote from section 2 
of the bill: 


* * * It is now possible and practical for mankind to take cooperative steps to 
abolish human hunger. * * * 

The Congress * * * declares it to be the policy of the United States to move 
as rapidly as possible * * * toward putting its abundance of food and fiber 
more effectively in the service of human need. * * * 

* * * The Congress declares that the agricultural abundance of the United 
States is not an embarrassment but a blessing to be used in the service of 
mankind, that it should be so used to the maximum extent possible, and that 


if it is so used, it can help build essential conditions of world peace and 
freedom. 


The Friends Committee on National Legislation is in hearty agree- 
ment with such a policy. 
I will not attempt to comment in detail on the various sections of 


the bill. However, I would like to commend especially the following 
provisions : 








736 EXTENSION OF PUBLIC LAW 480 


1. Five-year extension of Public Law 480. ty 

2. Increasing to $2 billion annually the commodities that may be 
sold abroad in foreign currencies under title I. _ 

3. Expanding the purposes for which foreign currencies may be 
used, particularly in aid of programs of United Nations agencies to 
facilitate economic and cultural development. 

4. Increasing funds for government-to-government disaster relief 
in title IT. 

5. Provision for assistance in relief of chronic hunger and mal- 
nutrition under title IT. 

6. Implementing a U.S. resolution in the United Nations for the 
establishment of national food reserves. 

7. Authority for grants of the net proceeds to the United States 
from repayment of foreign currency loans for trade expansion under 
section 104, to binational foundations for fostering research and de- 
velopment. in education, health, and public welfare. 

8. Fixing administrative responsibility for a vigorous food-for- 

eace program. During World War II the United States found need 
for a War Food Administrator. The need for a food-for-peace ad- 
ministrator is comparable in its nature. The job may well prove 
even more challenging and difficult. In any event, the food-for-peace 
program should not be left as a sideline for several agencies and the 
central responsibility of no one. 

The Communists have long made promises of “peace and bread,” 
but they have often failed to supply either. Some of the areas domi- 
nated by the Communists are food-deficit areas, or as in mainland 
China, areas subject to frequent widespread floods or other disasters, 

The New Testament injunction is, “If thine enemy hunger, feed him; 
if he thirst, give him drink.” Following that policy might do a lot 
to change the climate of hostility today. 

The President should be encouraged to give food to any country 
suffering a major disaster without any political strings and without 
delay. The language of section 201 is too restrictive in this respect, 

Some years ago Life magazine urged a generous shipment of food 
to the Chinese people on the mainland at a time when a serious flood 
had destroyed a large amount of their crops in the Yangtze Valley, I 
believe it was. But that proposal was never approved. 

At another time, Secretary Benson turned down an offer from Po- 
land to buy butter from us, even though we had huge stocks of butter 
at the time. 

It would seem that the language of titles IIT and IIT does not pro- 
hibit the sending of donated food to countries behind the Iron Gor 
tain. In actual practice, however, very little has gone there although 
some aid has gone to Poland and Yugoslavia. As the previous wit- 
ness indicated, these countries have made it difficult. 

In the ideological struggle between the ideas of freedom cherished 
by the people of the United States and the totalitarian ideas of com- 
munism, food ought not to be used as an ulterior political weapon, but 
insofar as possible as a healing and reconciling force. We think the 
proposed amendment to section 107 is in the right direction. 

With these considerations in mind, we would suggest the deletion 
of section 304(a) and 304(b) in Public Law 480 rather than amend- 
ing section 304(b) to make its restrictive provisions apply to new titles 
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IV, V and VI as well as to titles and III. Sections 304 (a) and (b) 
are war-like in tone. They are out of context here and entirely un- 
necessary anyway. oe 

It is the belief of the Friends Committee on National Legislation 
that wherever possible the food for peace and other international aid 
programs should make use of the various agencies of the United Na- 
tions. Full implementation of the proposed amendments (p), (q), 
(r), (8), (t) to section 104 of Public Law 480 would be in line with 
policy directive (c) (2) in section 2, namely, to support the United Na- 
tions, its specialized agencies and affiliated organizations. 

Congressman Leonard G. Wolf of Iowa has introduced H.R. 6681 
to provide $250 million worth of food annually for 10 years to the 
United Nations specifically for economic development. While this 

roposal would involve some administrative problems in the United 

Yations, I do not for a moment think they are insoluble, given a will 
to overcome them. I suggest that Mr. Wolf’s measure be incor- 
porated as a new title in this Food for Peace Act so that at least that 
much of our abundance could be channeled for constructive purposes 
through the United Nations. 

Our Government played a considerable part in turning down the 
roposed World Food Board in 1946 and the International Commodity 
‘redit Clearing House in 1949. But our country is doing bilaterally 

now, under title I of Public Law 480, very much what was envisaged 
as an international process under the proposed clearinghouse. This 
policy has raised serious objections from other wheat-exporting na- 
tions, notably Canada and Australia. The difficulty is met in part 
by international commodity agreements and by discussion in the 
FAO Committee on Commodity Problems. But it is not yet satis- 
factorily solved. 

The United States should make a continued effort to help develop 
more adequate international institutions for achieving better distribu- 
tion of food supplies. It should be possible to move excess supplies 
in some parts of the world to food-deficit areas elsewhere without dis- 
rupting normal trade or without having serious adverse effects on the 
producers of the importing countries. 

In conclusion, failure to provide for beneficial use of our agricul- 
tural abundance through extension of Public Law 480 is unthinkable. 
On the other hand, the Food for Peace Act of 1959 offers an opportu- 
nity to make Public Law 480 a much more effective means of promot- 
ing human welfare and good will. It is an investment in people 
which will surely redound to the lasting benefit of our own country. 

The Crarrman. We thank you very much for your statement. 

Mr. Benre. I thank the committee for the privilege of appearing. 
The Cuarrman. Mr. Hyman Bookbinder? 

Mr. Bookbinder, we are very glad to have you with us. You may 
proceed with your statement. 


STATEMENT OF HYMAN H. BOOKBINDER, LEGISLATIVE REPRE- 
SENTATIVE, AMERICAN FEDERATION OF LABOR AND CONGRESS 
OF INDUSTRIAL ORGANIZATIONS 


Mr. Booxsrnper. Mr. Chairman, I appreciate this opportunity. 
My name is Hyman Bookbinder. I am representing the AFL-CIO. 








738 EXTENSION OF PUBLIC LAW 480 


I will read the statement quickly. I am sure it will take less than 10 
minutes. 

America’s tremendous production of food and fiber is a blesgin 
which we have athena to use compassionately, intelligently, on 
boldly. Wecannot afford to ignore that challenge. 

The AFL-CIO believes that American possesses the compassion, the 
intelligence, and the boldness to use its great agricultural abundance to 
help eliminate hunger and malnutrition and poverty in every part of 
the world, including the United States. We call upon the Congress to 
pass the legislation needed to implement this great objective. 

In recent appearances before appropriate committees of the Senate 
the AFL-CIO has spoken out for extension and expansion of Public 
Law 490, along the lines of the so-called food for peace bills, and has 
also called for improvements in the domestic food distribution pro- 
gram. The elimination of hunger in this country is a national respon- 
sibility which must be considered of the highest priority. But our 
agricultural abundance is sufficiently great to make it possible to use it 
more effectively overseas in order to advance the foreign policy of the 
United States and the humane objective of reducing hunger through- 
out the world. 

America does not have to choose between providing more help for 
our own people and helping human being throughout the world. We 
can do and must do both. 

This double responsibility, and double possibility, has been recog- 
nized by Members of the Congress who have sponsored bills to do each 
of these things. 

Although each of these programs, domestic and overseas, rests on its 
own merits, and the AFL-CIO supports each of them, I feel com- 
pelled to observe that public support for highly commendable and 
imaginative ideas like “food for peace” will be difficult to sustain if the 
Congress fails to do its duty in regard to our own hungry Americans. 
Refusal of the Congress and of the administration to spend reasonable 
funds to meet hunger and malnutrition of Americans will only aggra- 
vate the antipathy which already exists to so-called giveaway pro- 
grams for other nations. 

I want to make it clear that I do not consider, nor does the AFL- 
CIO, Public Law 480, or the mutual security program, or other inter- 
national programs as giveaway programs. I think these are, in the 
best sense of the term, “programs of enlightened self-interest.” But 
the American people have a right to wonder why the Federal Govern- 
ment is willing to spend billions of dollars for these international 
programs but is unwilling to provide for the economic well-being of 
our own Americans. 

At the risk of going somewhat beyond the scope of the present set 
of hearings, I should like to urge upon this committee the need to 
examine Public Law 480 and all other relevant statutes in an effort 
to improve the presently inadequate domestic surplus-food distribu- 
tion program. I am pleased to note that later this week the com- 
mittee will inquire into the matter of food-stamp plans for Americans 
suffering from hunger or malnutrition. As a result of both these 
sets of hearings, it is our hope that the committee will be prepared to 
act. on proposals before it, such as H.R. 7218 and H.R. 7473, which 
are aimed at improving the whole program of foods distribution 
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here at home. If additional hearings should be considered necessary 
on tliese proposals the AFL-CIO will be pleased to appear. . I hope, 
Mr. Chairman, that you will include in the record, the text of the 
resolution that is appended hereto of the AFL-CIO on the local 
program. , 

Briefly, the AFL-CIO supports proposals which would (1) divorce 
the distribution of food to the needy from the price-support rogram 
as such, including transfer to the Department of Health, Education, 
and Welfare; (2) assure a better-balanced diet by the inclusion of 
other-than-surplus commodities; and (3) assist local communities in 
the costs of distribution. 3 

A Senate Agriculture Subcommittee has approved a bill incor- 

orating these proposals and also a pilot food-stamp plan. The 
AFL-CIO hopes that the Congress can take final action this year on 
a bill of this type. . 

Mr. Chairman, in urging the extension and expansion of Public 
Law 480, we recognize that even the present law represents an act 
of statesmanship and humanitarianism of monumental proportions. 
And may I interject here that any record we may have of encourage- 
ment for expansion and changes should not in any way make you 
forget that we pay great tribute to this committee for the work it has 
done over the years in the creation and continuation of this absolutely 
tremendous concept of Public Law 480. Although under it no fewer 
than 20 million Americans have received surplus agricultural com- 
modities, the program is fundamentally one designed to distribute 
our plentiful foods and fibers to countries all over the world—whether 
sold for foreign currencies, bartered for strategic materials, or do- 
nated as emergency relief. 

The time has come to revise, expand, and extend Public Law 480 
on the basis of nearly 5 years of experience and a fresh look at what 
is needed and what can be done. We believe the so-called food for 
peace bills (H.R. 6526 and H.R. 6530) point in the proper direction. 

Instead of continuing to pile more and more surplus commodities 
in storage—at a cost to the American taxpayer of approximately $1 
billion per year for storage alone—we support the proposal to expand 
the use of our food and fiber to relieve human hungrer and promote 
economic and social development in less developed countries abroad. 

Most of these less developed countries have newly won their inde- 
pendence. But their new-found freedom will mean little unless their 
hundreds of millions of people can find ways to lift themselves above 
the misery and despair that have always been their lot. 

If the free world fails to provide adequate help, there is real dan- 

er will surrender to the blandishment of the Communist world. 
n most of these new nations, the issue may well be decided—one 
way or another—within the next decade or two. 

The aid that they need is of many kinds, and America’s abundant 
supply of food and fiber can do much to help. 

According to responsible estimates, $10 billion to $13 billion of 
U.S. farm commodities may be conservatively expected to pile up 
in the next 5 years in excess of requirements for domestic use and 
foreign dollar sales. Furthermore, it is the conviction of many ex- 
perts in this field that this quantity of farm commodities could be 
distributed to needy nations without disturbance to regular commer- 
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cial trade. This consideration is, of course, a very basic one in any 
legislation the Congress will approve. 

n the face of these expectations, we support the proposal that local 
currency sales to U.S. surplus agricultural commodities at a rate of 
$2 billion annually be sutliorind for the next 5 years, as compared 
to the $1% billion a year authorized at present under Public Law 480, 

In addition, the continued bartering of surplus agricultural com- 
modities for strategic and other materials now carried forward under 
Public Law 480 is of mutually great value to the United States and 
the other nations involved. We urge that this arrangement be con- 
tinued. Under it, we are informed, a billion dollars worth of mate- 
rial already has been brought to the United States under this scheme, 

We also favor continued emergency relief shipments to friendly 
countries in the form of grants at a rate of up to $250 million per 
year. 

Of particular significance is the proposal to broaden the uses to 
which local currencies accruing to us from the sale of U.S. commodi- 
ties would be put to work. These include projects to promote educa- 
tion, health and scientific research, dons educational materials, 
finance the services of technical advisers, and advance economic de- 
velopment. 

Through the wise uses that these foreign currencies can be put in 
the countries in which they originate, our aid abroad can be vastly 
compounded in the same way that counterpart funds multiplied the 
value of our investment in European salinbili¢ation under the Mar- 
shall plan. 

It is of particular note that the food-for-peace bills seek to carry 
out proposals that have emanated from. exhaustive investigations of 
the operation of Public Law 480. Among these have been studies by 
the National Planning Association, by Dr. John H. Davis for the 
Department of State, and by a team of three American businessmen 
appointed by the Director of the International Cooperation Adminis- 
tration. 

Mr. Chairman, the AFL-CIO makes this statement of support for 
the extension of Public Law 480 not as experts in agriculture or inter- 
national trade. We have confidence in the ability of the agricultural 
experts and trade experts to advise you on the technical aspects of the 
problem. 

We come, instead, primarily as representative of millions of work- 
ing men and women who recognize the need to fight against com- 
munism and hunger, and for peace, not with words alone but with 
concrete deed and example. We know of no better way to implement 
our words than the bold concept of “food for peace.” 

It is not too late yet, but may soon be, to heed Dostoevski’s warn- 
ing when he wrote: 

A day is coming when men will say there is no crime, there is no sin, there is 
no guilt, there is only hunger. * * * And they will come crying and fawning 
to our feet saying “Give us bread. * * *” 

The Cuarmman. We thank you very much for your statement, Mr. 
Bookbinder. And without objection the resolution referred to in 
your statement will be included in the record. 
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(The resolution referred to follows :) 


RESOLUTION FoR AFL-CIO Executive CounciL 
IMPROVING THE FOOD DISTRIBUTION PROGRAM 


Malnutrition and hunger continue to exist in this country despite the presence 
of a burdensome surplus of agricultural products. The present surplus food 
distribution program is entirely inadequate, and an improved and expanded pro- 
gram designed to make available increased quantities of food to the needy is 
long overdue. 

We urge the Congress to improve the Federal direct food distribution program 
without further delay—guided by the following principles: 

1. Administration of the food distribution program should be transferred to 
the Department of Health, Education, and Welfare. - As the Federal agency re- 
sponsible for developing and administering sound publie welfare activities; HEW 
thus can assure operation of the food program as an effective, temporary sup- 
plement to our basic social insurance and public assistance programs. Food 
distribution must not be a substitute for these programs or for further improve- 
ments in them. 

2. The costs of food distribution programs are properly chargeable to health 
and welfare and should not be charged to the price and income stabilization 
program for farmers insofar as they are separable from the costs of the farm 

rogram. 

3 Mg The needy should not be looked upon as human receptacles into which sur- 
plus farm products are dumped without proper regard for a balanced diet. In 
addition to authorizing the Secretary of Health, Education, and Welfare to 
distribute surplus foods, the Congress should authorize him to purchase and 
distribute additional foods essential to a more balanced diet. 

4. The Secretary of Health, Education, and Welfare should be authorized 
to fix reasonable standards of eligibility and enter into agreements with State 
and local governments for the administration of the program. 

5. Since the availability of foods distributed under this program is fre 
quently limited by the financial inability of State or local governments to sup- 
port the staff or facilities for local distribution, limited Federal financial as- 
sistance should be provided to assist in maintaining or expanding the program. 

This is an emergency program designed to cope with the immediate problem. 
But it should never be forgotten that malnutrition and hunger among our people 
result primarily from inadequate purchasing power. 

Millions of American families have never enjoyed the fruits of our much- 
vaunted American productivity. Other millions find their regular standard of 
living suddenly threatened by the ups and downs of the economy. Trade unions 
in their basic collective bargaining activities, have done much to eliminate these 
economic insecurities, but the advantages of collective bargaining have not yet 
reached the majority of wage-earners’ families. 

As long as there are pockets of poverty in America, and as long as recessions 
and depressions still threaten, Government has an obligation to meet the basic 
needs of our people through a broad program of social legislation, including 
comprehensive social insurance, public assistance and adequate minimum wage 
legislation. 

Until these programs are effective enough to meet the needs of all our people, 
Government has an obligation to prevent malnutrition and hunger through a 
proper food program. To fail to do so, in the face of tremendous farm surpluses, 
would be inexcusable. 


Thank you very much. 

Mr. Tracur. I don’t want to cause Mr. Bookbinder to faint dead 
away, but I would like tocommend him. 

I have heard you testify several times, Mr. Bookbinder, and you 
always present the AFL-CIO views forcibly, and I think very ef- 
fectively.. It seems to me that your associate in some way, Mr. Gray- 
house, who appeared before this committee some weeks ago, could 
take several pages from your book. He presented at that time what 
I thought was an outrageous statement—which I don’t expect you 
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to comment on or defend—but which in my view was not nearly as 
effective'as yours. 

But you always doa good job, Mr. Bookbinder, thank you. 

The CuHarrman. We will adjourn now until 2: 30. 

(Whereupon at 12 noon, the committee adjourned, to reconvene 
at 2:30 p.m. the same day.) 


AFTERNOON SESSION 


The Cuarrman. The committee will please be in order. 

Mr. Wallace Campbell, of the Cooperative League is our next 
witness. We are very glad to have you with us, and we will now 
be very glad to hear you. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE U.S.A. 


Mr. Campsety. Thank you very much, Mr. Chairman. It is a 
pleasure to meet ‘with you and members of the committee once again, 
_ There are a few spots where I can abbreviate my testimony, and if 
it can appear in the record in full, it may save us all some time, 

The Cooperative League feels that the opportunities which are 
before our country in the effective use of our abundance of food- 
stuffs is one of the most important matters coming before the cur- 
rent session of the Congress. We are pleased to have the oppor- 
tunity to present our views. 

As you will remember, the Cooperative League presented testi- 
mony before this committee in April 1954, urging the enactment of 
what has come to be known as the Agricultural Trade Development 
and Assistance Act, and even more popularly known as Public Law 
480. 

The league also has met with members of your committee and the 
committee in the Senate and with Senators and staff members as 
Public Law 480 came up for reconsideration during the years. 

As we pointed out in our testimony in April 1954: 

As taxpayers who have footed the bill for a substantial part of this available 
surplus (an estimated $8 billion surplus was then on hand) we are concerned 
that that investment of ours be used wisely and in the national interest. As 
citizens we have an interest in finding a way to transform what might look 
like a national liability into a national asset in creating friendship around the 
world and in strengthening the peoples and the nations of the free world. 

In the 5 years which have followed since enactment of Public Law 
480, the United States has sold for foreign currency over 800 million 
bushels of wheat and wheat flour; 3.3 billion pounds of fats and oils; 
240 million pounds of dairy products; 3.6 million bales of cotton, and 
many other farm commodities. The value of these sales is estimated 
by the Department of Agriculture at $3.5 billion at world market 
prices. 

This sales-abroad program is only one part of the overall program, 


Most Americans are not aware of the fact that 20 million Americans | 


received surplus agricultural commodities through Public Law 480 
through schools, charity institutions, and individual donations. 
Of these, more than 14 million children in American schools re 
ceived agricultural commodities in the school lunch programs. Over 
5 million members of needy families were aided with surplus agri 
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cultural commodities which went through established channels of 
welfare and relief, and close to 1.5 million children in charitable insti- 
tutions received foods donated by the Federal Government. As has 
always been true, we are taking care of the needy in America first. 

I think this is important, and is something most of the general 
public is not aware of in connection with Pu lic Law 480. 

In a recent report, Secretary Benson pointed out that more than 
60 million people in about 85 countries are receiving U.S. food do- 
nated to American voluntary relief agencies carrying on foreign assist- 
ance programs. More than $7.5 billion worth of commodities had 
been used under the law by December 31, 1958. sa 

It is interesting, although we have disposed-of $7.5 billion of agri- 
cultural surplus, our surplus increased from $8 billion we had at the 
time the law was passed to about $10 billion at the present time. So 
we have a continuing program. 

I am sure that I reflect the sentiment of the overwhelming ma- 
jority of the 13 million members of the Cooperative League that this 
program should be extended_and expanded as one of the great hu- 
manitarian programs of the United States. 

We are very pleased that Senator Humphrey’s bill S. 1711 has been 
up for hearings before the Senate Foreign Relations Committee, and 
that the following bills are before your committee: 


Congressman Lester Johnson, H.R. 6526 
Congressman George McGovern, H.R. 6530 
Congressman Steven V. Carter, H.R. 6602 
Congressman James Roosevelt, H.R. 6611 
Congressman Quentin Burdick, H.R. 6637 
Congressman James G. Fulton, H.R. 6655 
Congressman Robert Kastenmeier, H.R. 6749 
Congressman James O’Hara, H.R. 7202 
Congressman Charles C. Diggs, H.R. 7353 


In connection with the extension of Public Law 480 and the amend- 
ments to extend and expand it, there are several points we would like 
to bring to the attention of the committee. 

1. The taxpayers of the United States have already paid for the 
agricultural surplus which is now on hand. The expansion and ex- 
tension of our food program would be built primarily on the act of 
taking out of our bins food that has already been paid for and using 
it in the interest of friendly peoples in need throughout the world. 

2. The continuing cost of storing our agricultural surplus is so 
great that it has been conservatively estimated that it costs more to 
store some of these commodities for a year than it does to ship the 
commodities and distribute them overseas. 

I was before the Senate committee when Senator Symington pointed 
out these are costing $19 million a week for storage costs. 

8. Foodstuffs which are looked on as a liability here immediately 
become an asset in the recipient country. The food, wherever pos- 
sible, should be used to stimulate activity on the part of the recipient 
country or the peoples in that country. The food can be used to 
pay salaries of people; costs of local materials for roadbuilding, and 
other construction projects; for technical assistance, educational, medi- 


cal, and other costs. The United States will be paid in currencies 
of the recipient country. 
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These currencies may not be immediately useful in the United f 
States, but they have an immediate use in the country of their origin, | w 
They can and should be used there whenever feasible. If there ig | oF 
no immediate use, the day may well come when those assets will be | n 
of great help to the United States. As these countries industrialize, | 
their currencies may become as strong or stronger than ours and ma ci 
provide value in international trade or for use in the United States, al 

4. Food distribution on a loan basis makes the surplus disposal P 
orogram much more effective. Many countries in the world need food 
cae will not or cannot accept grants. They are willing and able to 0 
receive the foodstuffs as loans and to repay those loans if given an | Pp 
adequate amount of time. This tendency to develop self- sufficiency I 
a independence should be encouraged wherever possible. 

From the point of view of the American farmer, the existence as 
in ‘the United States of $10 billion worth of surplus commodities con- | cl 
stitutes a continuing depressant on the market. The removal of those | © 
stocks of foodstuffs and fiber provides a more stable and more reason- | 
able market for the commodities our farmers are producing. | = 

This in itself would be of value, but I feel I must say, as a repre. m 
sentative of an organization which includes millions of American 
farmers, that this is not the sole reason for the support American 
farmers have given to this program. ‘There is a genuine determina. | 4 
tion on the part of the American farmer that the lifegiving food- | 
stuffs he cations should not be destroyed, but should help the elimi- of 
— of hunger wherever hunger can be ov ercome. au 

The use of nonprofit voluntary agencies for the distribution of | I 


sunisaete overseas is more efficient and more effective than Govern. 
ment distribution and should be encouraged wherever possible. 

The voluntary agencies make possible a people-to-people approach 
in the distribution of foodstuffs. The voluntary agency is able to 
make use of assistance by the governments and the peoples overseas 
who want to help themselves. United States personnel working for 
American voluntary agencies overseas can help supervise the distri- 
bution of commodities all the way to the point of consumption as does 
CARE, for example. _ 

This gives a control over the use of the commodities which might be 





distasteful to the recipient government if the supervision came from ow 
a Government agency or Government personnel. = 
The use of a voluntary agency also stretches the dollar of the Amer- Egg 
ican taxpayer. The drive, effici ‘iency, the self-sacrifice, and the devo- oo 
tion of the people in a private agency can often multiply the effective- a 
ness of the program overseas. Flo 
When we testified in April 1954, urging the adoption of the pro- 
posed Agricultural Development and Assistance Act, we made these +“ 
same fundamental points: 7 
CARE has found that the governments of countries which need these food- ’ 
stuffs are willing and anxious to help foot the bill, often for ocean freight as well Au 
as internal delivery costs, because this eliminates any possible stigma of charity, El 
gives the recipients a feeling they are partners in a humanitarian undertaking He 
rather than objects of charity, and contributes to that independence of spirit Mg 
which we are seeking to strengthen throughout the free world. na 
We went on to point out, 5 years ago, that these foodstuffs can | 4) 
create an eventual new market for American agricultural products, reais 


and that by the use of U.S. voluntary agencies, American 
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foodstuffs are used in such a way that they do not interfere either 
with American markets or markets of agriculture in the local country 
or.in neighboring countries who have traditionally supplied their 
need. . Sta 

This, I feel, is a terrifically important point. The voluntary agen- 
cies, particularly CARE, have not in any way cut into the market for 
any of these goods by our own farmers or any others in any other 
part of the world. 4 

These are truer today than they were 5 years ago. A recent report 
of the Advisory Committee on Voluntary Foreign Aid of the ICA 
pointed out that the voluntary agencies have used more than 2 mil- 
a short tons of foodstuffs with a total value of $670 million. 

The Cooperative for American Relief Everywhere, better known 
as CARE, handled 895 million pounds of these foodstuffs, This in- 
eluded milk powder, butter, butter oil, cheese, egg powder, cottonseed 
oil, rice, beans, cornmeal, and flour. This current year only five of 
these commodities are in surplus. Five have disappeared from the 
surplus lists. Next year only three commodities—milk powder, corn- 
meal and flour—will be available in quantity. 

CARE has served 36 countries with agricultural commodities and 
has an enviable reputation for efficiency and effectiveness in deliveries 
and for complete supervision which makes it practically impossible 
for any foodstuffs to get into the black market or be misu in any 
other way. We would like to submit a table of the commodities used 
and the countries served for the record, if we may, Mr. Chairman. 
[have those just on typed sheets of paper. 

The CuarrmMan. Yes. Without objection, you may insert the table. 

Mr. Camepsett. Thank you. 

(The table referred to follows :) 


Agricultural surplus commodities 


uantities Estimated Estimated 
shipped, ! shipments, | shipments, 
1951-Mar. | Apr. 1-June | July 1, 1959- 








31, 1959 30, 1959 June 30, 1960 

Pounds Pounds Pounds 
Milk powder _ _. - ‘ ‘ pinquaciges hanes 350, 000, 019 33, 356, 000 129, 498, 400 
Butter... be’ sacders th ued ceteaelian TE, Teese Posaati. cee hee es 
Butter oil... - - ‘ 9+ eaten Se, SEY 1 kn capinhonkiedodikestohens 
Cheese... pee i scbewdtoueecdeges 122, 326, 841 SOO Leo -caddssisnce 
Egg powder__... , ; ‘ pecan dopey oss 13, 814, 082 | vinlnccpinnetddsthunhdouke 
Cottonseed oi] and shortening - _ .. “a ; s cacti circ eae 
Rice.._.- F Licdsnubewaibbbatedie 22, 485, 503 TVG Unnckecsoccente 
OS ee ss i ln Bae a 9, 980, 855 |_..-- bo ties sa DiC ede banked 
Cornmeal. Bees woth j Seashegeees 11, 267, 778 2, 519, 000 13, 392, 100 
Flour. -... eel. aut sneickiniehl aaeeon Steines indstohe 273, 613, 924 46, 925, 000 282, 324, 600 





Total......... warcilehee ee coseteacseccenentenns| 895, 582, 508 | 83,803,600 | 425, 215, 100 


1 Actual B. of L. figures. 


From 1951 through June 30, 1959, CARE has served 36 countries as follows: 
Austria, Bahama Islands, Bolivia, Ceylon, Colombia, Costa Rica, Cuba, Egypt. 
El Salvador, England, Finland, France, Gaza (Egypt), Germany, Greece, Haiti, 
Honduras, Hong Kong, India, Iran, Israel, Italy, Japan, Korea, Libya, Macan, 
Malta, Norway, Pakistan, Panama, Peru, Philippines, Poland, Scotland, Viet- 
ham, and Yugoslavia. 

From July 1, 1959, through June 30, 1960, CARE will distribute commodities in 
the following countries: Bolivia, Ceylon, Colombia, Egypt, Gaza (Egypt), Ger- 
many, Greece, Haiti, Hong Kong, Honduras, India, Israel, Italy, Iran, Korea, 

44273— 59-—-—-48 
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Libya, Malta, Pakistan, Panama, Philippines, Poland and Yugoslavia. How- 
ever, as of the moment, it is possible that CARE may also have U.S. agricultural 
surplus programs in Ecuador, Guatemala, Jordan and Turkey during the cur- 
rent fiscal year. 


Mr. Camerett. While we support wholeheartedly the work of all 
of the voluntary agencies in this field, we are particularly pleased to 
support the work of CARE. Not only is it a cooperative, but also we 
have seen its operation over the years at first hand and know inti- 
mately the effectiveness of the program. The Cooperative League of 
the U.S.A. is a member-owner of CARE, as are a dozen of the major 
economic corporations of the United States. Murray Lincoln, presi- 
dent of the league, served as president of CARE for 12 years and is 
now Chairman of the Board. I was chairman of the committee that 
organized CARE in 1945, and now serve as a vice president. 

I do not appear here, however, as a witness in behalf of CARE. I 
am here in my capacity as a representative of the Cooperative League 
of the U.S.A. 

We would like to see the voluntary agencies, including CARE, given 
the right to use local funds generated under Public Law 480 sales of 
surplus commodities to pay the cost of local delivery plus technical 
assistance and other self-help activities in the countries they serve, 
The general program of American voluntary agencies could be ex- 
panded substantially under such a program. 

We feel that loans made from local currencies in the countries re- 
ceiving the foodstuffs should be made to nonprofit organizations for 
education, health, and other activities, and also to nonprofit coopera- 
tives which stimulate the democratic self-help programs of the farm- 
ers and others in the less-developed countries. 

We also feel that certain commodities should be earmarked for use 
overseas even when there is a chance that some of the commodities may 
go off the surplus list. 

For example, rice can be used with great effectiveness overseas, 
particularly in the oriental countries, but at the present time must be 
held off the list of commodities available for use overseas because of 
a possible use of rice for feeding programs in United States welfare 
programs. Other surplus commodities might be better used here with 
the rice reserved for oversea distribution, for example. 

If we are faced with a continuing surplus situation, and we be- 
lieve that we are, then the Federal Government should reverse its 
present policy on cutting back and “phasing out” the food distribn- 
tion overseas, which is its official stated policy at the moment. It 
should use a flexible policy which would make it possible for a volun- 
tary agency, such as CARE, to increase its distribution in countries 
of greatest need and to phase out of those countries in terms of all 
of the factors involved in oversea programs. 

Today there is an arbitrary and inflexible formula for phasing out 
which forces a cutback of programs in each country on the same basis 
at the same time. 

[I am referring to what is known as the Francis Committee policy 
statement, which has never been made public, but it the controlling 
policy for the distribution of agricultural surplus. None of the 


voluntary agencies and, as far as we know, no Member of Congress has 
been able to see this paper. 
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In a conversation with an official of the ICA last week, he told me 
that it was marked “classified,” and could not be made available to 
me or to any other voluntary agency representative. 

We asked him if the Senate of the United States through one of its 
committees could ask for it, and they said, “Yes, if they ask for it by 
name, we will have to give it tothem.” 

But, as of the moment, the Francis Committee policy statement, 
which calls for reducing distribution in each country each year, is the 
official statement of policy of the United States and is a classified 
document, and I hope this committee will get hold of it and take a 
good look at it. a , 

Here are some of our specific suggestions. .These are contained in 
various forms in the legislation before you. 

(a) Public Law 480 should be extended for another 5 years, and 
the authorization for the use of commodities boosted from $1.5 billion 
to $2 billion per year. 

(b) We would be happy to support a system of grants of agricul- 
tural commodities at a rate of about $250 million per year to meet 
famine or other emergency relief requirements of friendly nations to 
carry out programs to eliminate chronic hunger and malnutrition. 

(c) We would encourage, of course, the extension of the present 
authority in Public Law 480 affecting the barter for strategic and 
other materials; also continuation of the school lunch programs and 
other charitable programs at home and the food grant to nonprofit 
voluntary agencies for use outside the United States. 

(d) We are intrigued with a suggestion made for a system of 10- 
year supply contracts with an interest rate not to exceed 214 percent, 
to be repaid over a period of 40 years. This would provide an effec- 
tive vehicle for a food loan program to needy countries. 

(e) Some concerted effort should be made to build up and maintain 
food reserves in food-deficit countries. There is a long-range recom- 
mendation which has come before the Congress off and on several 
times, for a world food bank, but apparently we are not ready for 
anything that elaborate at this time. 

(f) We would favor also the use of our surplus food products and 
the funds generated by their sale to foster and promote research, edu- 
cation, health, and public welfare in the recipient countries, perhaps 
by the establishment of binational organizations, or some similar 
association. 

(7) A special effort should be made to use the agricultural surplus 
and local currencies generated from its sale for development projects 
by the United Nations. The agencies could include the United Na- 
tions Special Fund, Food and Agriculture Organizations, World 
Health Organization, UNICEF, and other agencies. 

We also might well develop a similar program through the Inter- 
national Finance Corporation and the proposed International De- 
velopment Loan Association. 

(h) The currencies generated under Public Law 480 might well be 
used even more extensively than at present in promoting international 
educational exchanges, research, educational development, health and 
education, and technical assistance. 

And (7)—this is one that is a specific matter of interest to our own 
organization—the Cooperative League would like to raise a specific 
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point regarding the intent of the Congress on the use of the funds 
generated under the Cooley amendment. The problem seems to be 
that the Export-Import Bank does not look upon the work of the 
cooperatives as part of the United States private enterprise sy 

for it has delayed action on an application which, in our judgment, is 
a sound and effective use of the funds accumulated under the amend. 
ment. 

The American cooperatives took the lead in establishing a lending 
institution in Italy to lend to the free democratic cooperatives sup- 
porting their activities in a life and death struggle with Communist- 
dominated cooperatives in Italy. 

Through the effectiveness of our lending program we were able to 
bring several thousand cooperatives with more than 100,000 members 
to the side of the free world. Our organization, Instituto Finan. 
ziario delle Cooperative Americane E Italiane (IFCAL), established 
by the league through its fund for international cooperative develop. 
ment, operates this lending program. 

IFCAI is engaged in a constructive program which provides an 
opportunity for these cooperatives to strengthen their own actiity 
with “no strings attached” other than to join one or the other of the 
two national non-Communist associations in Italy. 

The program has been carried forward on a completely self-sup- 
porting basis and is not a giveaway in any sense of the word. Loans 
are made to the cooperatives for essential economic functions. Our 
lending officials have been careful in their loans and have used the 
lending process as an opportunity to advise the co-ops on some of their 
operating problems and have been able to give them sound business 
advice as well as loans. 

When IFCAT sought to borrow funds from the Export-Import 
Bank on a sound and self-supporting basis, we were faced with inter- 
minable delays, and are led to believe that it is due to the feeling on 
the part of Export-Import Bank officials that such loans were not 
the intent of the Congress. 

It would be very helpful if this question could be straightened out. 
Perhaps a simple statement by the Agricultural Committee in connec- 
tion with the extension of Public Law 480 could clear the matter up 
once and for all. 

If the program for use of agricultural surplus is to be stepped up 
substantially, we feel that some provision should be made for the 
creation of a central authority or administration with full power to 
act. Such an administrator or administration should, of course, have 
an interdepartmental policy committee advisory to it and a public 
advisory committee consisting of representatives of private U.S. 
organizations working iwth it as closely as possible. 

At the present time, it is amazing that Public Law 480 is admin- 
istered as well as it is. There is no head, there is no one person or 
one agency responsible for the administration of Public ra 480. 
Nine agencies have to meet and agree on a program before anything 
can get done. 

It is amazing how much has been done under that system. We 
would urge that this committee look into the possibility of establish- 
ing either a central food authority or administration, or at least. one 
official that you could turn to to ask for a report on what is being done. 
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I think such a centralization of authority would be helpful to 
everybody who is working in the program. I do not think anybody 
down the avenue would object at all, and we would strongly urge 
that you take some steps of that kind. 

Food is our greatest tool for world peace and prosperity. Let us 
treat it as an asset, not as a liability. 

We notice that you are having hearings on food stamp plans later 
thissweek. We did not realize those hearings were coming up so 
early. The Cooperative League, I am sure, would encourage the sup- 
yort of some workable food stamp plan which would make it possible 
to distribute agricultural surplus more effectively in the United States 
than has been done.to date. 

We have been very happy, Mr. Chairman, to have had this opopr- 
tunity to appear. 

Mr. Poace (presiding). Mr. Campbell, we thank you very much for 
your statement. We appreciate it. ; 

I want to ask you about two or three things you mentioned. I 
want to agree with you as to the necessity of getting some recognizable 
head to these operations. I think it is clear that when Congress passed 
Public Law 480 originally, it was our thought, certainly it was mine, 
that the Department of Agriculture would administer the program ; 
and the Department of Agriculture has never filed any disclaimer as 
to their interest in their right to administer the program, but, as you 
point out, there are about eight other agencies which have grown up 
and take a part in the administration of this agency. It is true that 
nobody knows where they can go to get an answer or where they 
can learn policy. 

And I think it is true that the Department of Agriculture does not 
know what the policy is, because they do not make it. And it is prob- 
ably equally true of other agencies. They all say, “We don’t have 
control and we are only here in an advisory capacity” or “we are only 
here to review.” 

The result is that there is no head to the operation, and it is trying 
to run off in all directions, and I think rather successfully, with the 
result that we are not achieving a great many of the results we should 
achieve with a program of this magnitude. 

Iam glad you called attention to that defect in the present opera- 
tions. 

Mr. Camppety. Yes. 

The CARE personnel—and I am not on the staff of CARE but on 
its board—have been very pleased with the attitudes of the people 
with whom they deal, and with the constructive approach to this 
whole problem, but there are frustrations that grow out of a lack of 
centralized administration. 

Mr. Poace. Then I was especially pleased to hear you say that you 
were at least interested in the idea of making rather long-term com- 
mitments. To my mind, that is one of the great weaknesses of the 
present system, one of the reasons that our sale for foreign currency 
is not making the success it should for the United States and for the 
recipient countries, because it is perfectly clear to me if a recipient 
nation cannot do anything more than count on a program that will 
last from now until the last of June, and at that time they have no 
idea whether the program will go on or not, in many instances they 
would rather not become part of that program. 
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They will be better off in many instances to have foregone all of 
the benefits than to have accepted them for a few months anid then 
have them deliberately cut off. At least that is the way I feel. 

And while we know that the present law authorizes the Secretary of 
Agriculture to make long-term commitments, and he recognizes that 
himself, and while we know that the present law authorizes him to 
make long terms of payment and to fix the interest rate wherever he 
wants to fix it, still he has felt that he could not dare to make com. 
mitments for more than a couple of years, and in most cases only 
1 year, and that he could not make long-term repayment provisions, or 
at least not often, and that when he did that he had to fix an interest 
rate which was so much higher than that offered by the Russians 
that it at least looks very unattractive to a great many people 
throughout the world. 

I know that there is pressure to establish interest rates at least 
as high as the interest rates in the United States. I fully appreciate 
the fact that criticism would develop by establishing a lower interest 
rate. And yet we are in a competitive world, and we are facing 
other programs financed by the Communist nations—— 

Mr. CampsetL. That is right. 

Mr. Poace. Which at least offer a 2-percent interest rate. 

I grant you that I do not know of a tremendous amount of mon 
that is advanced on those terms, but there is enough advanced on 
those terms to destroy the luster of our program. 

Mr. Camppett. Yes. 

Mr. Poacr. It seems to me we have got to recognize those things, 
and I take it from your statement that you agree we must do that, 

Mr. Campsett. And I think, Mr. Chairman, that the administra- 
tion is awaiting a policy determination from the Congress on this 
particular matter. I think you would do a constructive service by 
spelling this out in legislation. I think everybody would be happier 
about it. 

They might not be completely happy with what you did, but to get 
this into the law, into the will of the Congress, would be very helpful 
to everyone, I feel sure. 

Mr. Poacr. There is one phase of that on which I have had con- 
siderable misgivings, and frankly do not know that I have an answer, 
But what would you do with these foreign currencies in the final 
analysis? What is your suggestion as to how we should dispose of 
these foreign currencies ? 

Mr. Campsett. My own feeling is that there are a great number 
of things which can be done within the countries themselves with the 
foreign currencies. 

For example, in our technical assistance programs, as our men 
work on ICA programs overseas, projects develop in communities 
which could be undertaken if there were a bit of capital, local capital, 
available. 

It would also be possible that projects could be undertaken of a 
public works nature in many communities, including the drilling 
wells or the building of small dams, the building of schools, in which 
you could use the local currencies generated with the sale of the food, 
for the payment for these projects. 
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The United States may wind up by having a lot of money due it 
from other parts of the world, but as the world grows and as these 
countries become more solvent and more economically sound, they 
become purchasers from the United States, they become markets for 
our goods, their money becomes more solid, and we are able to make 
use of those funds. 

I think the long-range objective of the program is to build the world 
on a sounder basis. Eventually many of these currencies can be 
used. 

Mr. Poacr. Are you saying to us that you would continue to recog- 
nize these as debts over a long period of time until such time as we 
could extract payment or could exchange the currencies for some- 
thing of value to the United States, rather than simply making a gift 
of the currencies to the recipient countries ? 

Mr. Camrsett. Yes. I believe that is the soundest thing. I think 
most of the countries involved would appreciate being treated on that 
basis, because they would prefer to be on a loan basis with foodstuffs 
than to be on a direct grant basis. 

Mr. Poace. I have thought there was much merit in that, too, but 
I gathered from the Department’s testimony—I may be wrong, but 
I got the impression from the Department’s testimony that they had 
no plans beyond lending this money to the recipient countries and 
ultimately giving it to them. 

Mr. Campseti. Well, let’s take as an example the India wheat loan 
of 5 or so years ago. It is far enough back now so that all of the 
heat and emotion is gone from it. You will remember that the ad- 
ministration brought in a proposal to give some $150 million worth 
of wheat toIndia. There was an emergency situation. 

And before India had time to say, “Well, we don’t want to have you 

ive it to us; we would like to have you make a loan to us,” the 
Cds got in quite a hassle over whether we should give this away. 
So many things were said detrimental to India in these terms that the 
wheat to India did not do us nearly as much good as a nation as it 
should have. 

India is not in particularly good shape, but under that wheat loan 
program—and it was finally settled as a loan rather than a gift— 
there are now students studying in the United States, there are 
Americans in India who are studying there; there are quite a number 
of things being done on a constructive international basis with the 
money from that wheat loan. 

I think this sets a pattern which would be useful everywhere. 

With Finland—we always go back to the Finnish illustration, of 
course; we have to, because it is one of the few countries which has 
always stood behind all of its obligations. 

Finland was in no position to pay back its war debt when it said, 
“We are going to keep on paying it and won’t have it written off.” 
Finland has consistently paid off its war debt. 

Now we in the United States have taken an attitude on that which 
I think is very good. We have allowed the repayments of the Finnish 
war debt to be used to finance Finnish students in this country, the 
shipment of books and medical equipment to Finland, and so forth, 
and it has been a wonderful program of benefit to both the United 
States and to Finland. 
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Now, some of these other countries around the world do not look to 
be in very good shape now, but if we are neiping them with our tech- 
nical assistance program and they get on a good basis, some day this 
may be of real substantial value to us. 

n the meantime, it is psychologically the best way to handle it, 

Mr. Poace. Well, I am inclined to agree with you, and I am glad 
to have had your views, Mr. Campbell. 

Mr. McIntire. 

Mr. McIntire. Mr. Campbell, on page 4 of your statement I realize 
the point you are making in section 5, which is in relation to the 
carrying charges of these inventories, and you say—and this you have 
underlined : 

The removal of those stocks of foodstuffs provides a more stable and more 
reasonable market for the commodities our farmers are producing. 

I would agree with that. i 

But how do you put into perspective and into position the attain- 
ment of this objective, and the realization of the objective in the area 
of the distribution of long-term contracts for food over a period of 10 
years? 

Do you propose or do you have in mind that upon any success we 
might attain in the adjustment of our inventories of foodstuffs in this 
country to a more balanced domestic market demand and supply 
situation, that all of the commitments in the programs and the long- 
term contracts for food would be then brought about through appro- 
priations of cash money and going into the market to keep our com- 
mitments on a long-term basis? 


This is an area which bothers me, because success on the one hand | 


terminates a program on the other, as we have it now, based on having 
the physical commodity at hand. 

Mr. Campseit. John Davis, whom you know—— 

Mr. McIntire. Yes, very well. 

Mr. Campse.u. Made a very interesting study for the State Depart- 
ment in which he estimates that we will have the current surplus 


situation for at least 5 years more, and that he felt this was a con- , 


servative estimate. 

At the rate we are producing wheat now, for example, I think it is 
safe to say we are going to have a surplus of wheat for a long time, 
regardless of what laws are passed. 

I do not want to get into an argument about agricultural policy. 
But we are going to have this for a long time. 

We passed the law, Public Law 480, in 1954. We have had 5 years 
of experience under it. We have moved $714 billion worth of com- 
modities, and still have $2 billion more than we started with. So that 
for this 5-year period, at least, our surplus has continued even greater, 
although it has diminished in some commodities. 

It is my judgment that we are faced with an oversupply of these 
commodities for quite a while. 

I do not think that is necessarily a bad thing, in that with nearly 
5 million individual family farms in the United States, the only way 
you can get completely on target and get only what you need for the 
domestic market is to have awfully rigid controls, and we do not think 
that that is the way to dothe job. 
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So, if you are going to have enough for the American market, you 

have to have just a little bit too much in order that you may have 

a safety margin. 

’ gemma may only be 4 or 5 or 6 percent of the total U.S, pro- 

duction. It looks awfully big when it gets into storage bins some- 
lace; but it is not necessarily bad if, as national policy, we decide 

that we are going to use those commodities in the national interest. 

This should not necessarily be put down 

Mr. McIntire. The point I am getting at 

Mr. Campse.u. This should not be put down as an agricultural re- 
sponsibility. I think one of the problems is, we charge to the farmer 
the costs of an oversea program which is of national interest and not 
necessarily a problem of agriculture. 

Mr. McIntire. The point I am getting at—and I will accept the 
view of John Davis in that the total problem of surpluses is going to 
be with us for a time. However, your own statement here points up 
the problem that I was trying to reach. You say here that we ought 
not to be segregating limited supplies, and you use rice as an example 
but we ought to be segregating limited supplies in order to take care 
of some oversea needs. 

And in that point you are saying, “Don’t distribute rice domestically 
when it is the American taxpayer who has paid for it, but set this 
aside for foreign distribution. We don’t need to look into the future 
as to whether we are going to have enough supplies for these 
programs.” 

There is a demand right now that we should be supplying oils for 
oversea programs, and we have got this problem right in front of 
us now, Mr. Campbell. This is not a case of saying, “We are going 
to have supplies adequate.” 

If we go into long-term contracts which specify that it is going 
to be so many tons of cottonseed oil or so many tons of soybean oil 
for delivery in 1969, it seems to me that either you are going to modify 
that contract by saying, “sure, if we have it,” which is not materially 
different than where we are now except we do not put it down on 
paper—if we have it, or we say we have got it, we are going to have 
it a year or 2 years from now, and we will make the commitment now. 

Mr. Campseti. That is a very good question, but I think there are 
two answers to it: 

First, the administrator of the program has to have a fairly good 
projection of what is going to be in abundant surplus and what is 
going to be close to the line. 

Mr. McInvire. Let me ask you a question there, Mr. Campbell. 

How can an administrator, with the exception of corn and wheat 
and cotton—and these are not the problems which are involved in this 
issue; it is some of these other commodities. It is oils and things of 
that sort. How can an administrator project what his surplus is going 
to be at some future time ? 

Mr. Campsen. Well, on wheat, corn, and cotton, I think we can. 
The administrator has to look at the others and to some extent take a 
chance on it. 

But the second answer is this: That these are proposed for loan pro- 
grams in which we are to be repaid, and we may be taking some things 
out of the market and paying for them in order to have a package to 
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sell to these countries, to a given country, but we will be repaid for 
them. 

It will be in their currency, but it will be a useful repayment to us, 
if I judge it properly, so that this would be a long-range commit- 
ment on a loan basis with the sale of the commodity to the country, 

Mr. McIntire. Then you are getting back to my original question; 
and your answer is, “Yes,” this would be done by cash if we did not 
have the commodity in surplus 

Mr. Campsett. That is right. 

Mr. McIntire. By going into the market and buying the com- 
modity. 

Mr. Campsety. Yes. 

Now to take a specific example, CARE has been unable to get 
enough commodities in the surplus to make a completely healthful 
package. 

Mr. McIntire. Yes. 

Mr. Campse.u. So, during the last year, as some of the surpluses 
have gone out of surplus, CARE has gone into the open market to 
buy hundreds of thousands, in fact, it is in the million dollars now, of 
commodities to balance the package. 

So that we would have elements in there besides wheat and milk 
and cornmeal, and we have felt that the American people who con- 
tribute to CARE are willing and anxious to have us do that, beeause 
in-the total package we are still delivering to people a relief package 
which is beyond comparison. We are still getting the basic ingre- 
dients from Commodity Credit, and we are buying in the open market 
to supplement it. The people contribute a dollar for delivery of 22 
pounds of the commodity, and it is still a very good thing, and in the 
national interest. 

We realize we need to buy to supplement, and the Government 
would need to buy to supplement on some of its long-range contracts 
if it needed to. 

Mr. McIntire. Thank you. 

Mr. Poace. Mr. Campbell, is it not true that every private business 
does exactly the thing that some of us fear the Government should 
not undertake, in that it has to commit itself for some time in advance 
on what it is going to deliver? Does not Cargill sell grain today for 
delivery next year? Does not Anderson, Clayton, sell cotton? Do 
not all of these concerns make commitments ? 

And they do not make commitments on the basis of whether the 
crops could be good or whether they could be bad. They fix their 
price and they make commitments, and they say, “We will deliver.” 

Of course, that is what we are asking the U.S. Government to do, 
to say, that we will deliver. Of course, it should not do it unless 
the sum-total advantage is to the United States. 

Mr. Campset. That is right. 

Mr. Poace. It is not my suggestion that the United States should 
go out here and make commitments which have no advantage to us, 
but it seems to me quite clear that if we have a program the larger 
portion of which we can definitely anticipate will be filled from com- 
modities which are in surplus, it may well be to our advantage to 
make commitments on some things which we are not at all sure will 
be in surplus during each one of these years. 
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Mr. CampsE.L. That is right. 

Mr. Poacr. But that probably will be in surplus most of the years. 

We might make a 7-year contract on vegetable oils, and there might 
be only 5 of the 7 years in which the vegetable oils would be in sur- 

lus, but if along with it we were moving a substantial amount of 
wheat that we knew in all reasonableness would be in surplus every 
one of the 7 years—and I think that is a rather safe assumption—it 
might very well be to our advantage to make that kind of a commit- 
mertt. 

Mr. Campse.y. And besides, we will be developing a market, and 
I think that in itself is one of the original intentions of Public Law 
480. 

Mr. Poace. It unquestionably is one of the original intentions, and 
I recognize, as the gentleman did this morning, and as you do, there 
are other values, and I recognize them as being things of value toward 
which we should strive—that is, helping these other people. 

I am not prepared, possibly, to go as far as the gentleman did this 
morning and say that we should make that the primary objective of 
Public Law 480. I do not think you could sell that to the American 
ae in the first place. 

There is no use of talking about a law which does not meet with 
public acceptance. 

I.do-not know what I would buy. But I certainly will recognize 
that if the bill is achieving the primary purpose of stabilizing our 
own agricultural economy, I do not condemn it because it does good 
for other people, too. 

I think those are benefits which add to the advantages, the total 
advantages, of the program. 

Mr. Campse.u. I think this committee and all of its members can 
feel proud of what has been done under Public Law 480. It has been 
one of the great humanitarian pieces of legislation of the last gen- 
eration. 

Mr. Poacre. Obviously we do feel proud of it or the committee 
would not be meeting here as many days as it is with the idea of re- 
newing it, if we did not think pretty well of the legislation, we 
would have simply let it die. 

Mr. McIntire. 

Mr. McIntire. Just one short question. 

Mr. Campbell, I have heard, of course, a good deal of commentary 
on both sides of this particular issue. One commentary is that it 1s 
one thing, perhaps, to say we are willing to enter into a long-term 
contract; and if we entered into it, I think our tradition is that we 
expected to live up to it. 

It is another thing to get a recipient country to feel that in the 
management of its internal economy it can make commitments over 
these periods of time and can effectively accept these conditions, but 
must make a reservation. 

Now, it seems to me that anything which is done in the way of 
language to amend this area must recognize fully that if this is go- 
ing to De a long-term commitment on the part of the United States, 
that it should not be entered into unless it is going to be an effective 
long-term instrument on the part of the recipient country. 
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Mr. Campee.u. Well, I believe that most of the countries we wil] 
be dealing with on this will be entering into long-range commitments 
in good faith. 

ir. McIntme. I am not questioning that. 

Mr. Campsetu. And I also believe that, just as the Marshall plan 
countries were in no position to make repayments when we made our 
first Marshall plan contributions—and those were contributions— 
back immediately after World War II, that those countries are now 
on their own. They are not recipients of any aid at all any more, 
and many of them are turning around to help the other countries, 

We have seen some of the newly developing countries begin to as- 
sume stature and find resources they did not have before, and run 
their countries with stability and effectiveness. 

India is only 10 years old as a nation in its own right, and yet it 
is one of the countries which I think you can depend on for a long 
time in terms of its willingness and ability to live up to contracts, 
and it is one of the places of great need for this continuing program. 

In terms of the world situation, India is one of the touchstones 
which will determine whether southeast Asia goes Communist or stays 
on the democratic side, and if we could make long-range commitments 
to India, for example, even only to India, we would make a great for- 
ward step on this. 

I am not advocating just India, but it is a good illustration. 

Mr. Poace. Mr. Campbell, is it not true that in India and in man 
of the other developing nations of the world whether we think it is 
the proper thing or not, that they are following the example of the 
Soviet in establishing goals, plans, a 5-year plan, and then a second 
and a third and a fourth 5-year plan? 

The term “five” seems to be quite popular with them. It might just 
as well be 7- or 10-year plan or anything else. 

But they do set a period of years in which they expect to achieve 
certain goals. Most of the developing countries of the world are doing 
that; are they not? 

Mr. Campsetu. That is right. 

Mr. Poacr. In order to do that, they must make rather firm plans 
for that period of time, and it seems to me to be entirely consistent 
with their welfare as well as our own for them to make commitments 
during that period of time. 

And I certainly agree with Mr. McIntire that we should expect of 
them complete cooperation. We do not have to deal with anybody, 
and if they are unwilling to deal with us on terms which we think 
are mutually advantageous, I do not know that there is any necessity 
of us dealing with anybody. 

But if they care to deal with us on those terms, which seem to me 
to be advantageous to them, just as they are to us, then it would seem 
to me that that is the kind of a place where you can make deals. 

Mr. Campsett. That is right. 

Mr. Poace. Mr. Quie. 

Mr. Quite. I would like to ask you some specific questions on certain 
commodities which were available for donation. 

When butter, butter oil, and cheese were available, do you think 
we should have continued to make those commodities available for 
donations ? 
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Mr. Campsett. When they are in surplus. 

Mr. Quiz. Well, they no longer are in surplus of sufficient amount 
to provide under this program. 

r. Campse.u. That is right. 

Mr. Quire. And you say that the current year, only five of these 
commodities are in surplus, so that means that butter, butter oil, and 
cheese were not one of those items. 

Mr. Camese.y. That is right, were not in surplus. 

Of course, under Public Law 480 and under an amendment of it, 
I do not expect the Federal Government to dip into the Treasury to 
buy commodities to give to the voluntary agencies or to create a sur- 

lus where there is not one. . 

I did not hear the discussion this morning, and I am sorry that I 

did not, but we had our man in from India, and I had a talk with 


m. 

But if I understand correctly, the position of most of the voluntary 
agencies is that instead of being “low-man-on-the-totem-pole” in 
terms of the available agricultural surplus—in the total available sur- 
plus, the agencies working overseas ought to have a commitment out 
of the total surplus instead of waiting until we have satisfied all of 
these other priorities before the voluntary agencies can use food over- 
seas. 

In rice, for example—and that is the classical illustration—if we 
are feeding schoolchildren in Virginia or miners’ families in West 
Virginia, which we are doing with agricultural surplus now, those 
families are not used to using rice, and could just as well use flour or 
cornmeal for the same need, to meet the same food need; and you 
would reserve the rice for the overseas distribution where it is an 
acceptable commodity and people do not know what to do with either 
wheat or cornmeal. 

And so, if I can do a bit of interpretation, which I am not entitled 
to do, I think the point of view of all of the voluntary agencies is 
that from the total available surplus, there ought to be certain com- 
mitments made so that the voluntary agencies could plan ahead on 
what they are to do. 

I was in Greece, in Italy, and in Israel this fall on an inspection 
mission for CARE when cheese was taken out of surplus. To me, 
cheese is something you eat on apple pie, and it is something you can 
live without or enjoy greatly. 

But in the CARE school lunch program in Greece, cheese was the 
most important single element, because it gave nutritional values 
which you did not get in the milk or the flour or any other commodity. 

So that we feel that if a certain amount of cheese is available or 
a certain amount of any other commodity is available, the adminis- 
trator of the program should be able to take a look at the whole pro- 
gram and see where this commodity could be used to greatest advan- 
tage, and what amounts of it could best be reserved for a certain use. 

And we feel that the voluntary agencies, in regard to the use of the 
surplus overseas, should not necessarily be at the bottom of the “totem 
pole” subject to the fluctuations of the market and everything else in 
the series of priorities, 

Mr. Quire. In other words, they should have the same priority as 
the domestic donation program. 
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Mr. Campsetu. I think they should; yes. 

Mr. Quite. Then another thing I would like to ask you about. 

I think the program where the voluntary agencies are distributing 
this food has been of tremendous humanitarian benefit to people al] 
over the world, and I notice that you said over a period of 5 years 
the voluntary agencies used more than 2 million short tons. 

This morning it was stated that 314 million tons of foodstuffs wags 
distributed over the past 5 years. What percentage is this of the 
total amount that is donated; that is, taking into consideration goy- 
ernment-to-government and what is donated in this country? Doe 
you have those figures ¢ ; 

Mr. Camppe.. I will have to give you an approximate figure, but 
Mr. McCahon’s office in the ICA could give you the complete run- 
down on it. 

As I recall the figures, the voluntary agencies have distributed about 
$800 million worth of commodities out of about $7.5 billion, so that 
it is about 10 percent. 

Mr. Quire. Ten percent of the total amount—— 

Mr. Campsett. Moved under—— 

Mr. Quire. Under Public Law 480? 

Mr. Campse.u. Public Law 480. 

Mr. Quire. How about title IT and the donation part of title ITT? 

Mr. Campset. I would say this is most of title IIT; this is the big 
part of title ITT. 

Mr. Quire. This is the big part of it. 

How could this be increased? Are you hampered by funds donated 
to CARE, for instance, and funds donated to other voluntary agen- 
cies, or is it just the fact that there is not enough food available 

Let us take wheat, for instance, and flour. It seems to me there 
ought to be plenty of that available. Why is not more of that moved 
through the donation program ? 

Mr. Campsetu. This is complicated. The first factor you put your 
finger on, a very important one, is that CARE does not operate on 
any money of its own. CARE is a cooperative owned by 26 national 
organizations, of which mine—the Cooperative League—is one. 

CARE has no money of its own. Its funds come from public 
contributions. There were about $7.5 million contributed to CARE 
last year, most of it for this purpose. 

We need to increase the contributions in order to have a larger 
amount of money to work with. 

In many of the programs, however, such as those we have with 
Egypt and Yugoslavia, Libya and so forth, the internal costs are 
paid for by the recipient country. For a school lunch program in 
Egypt, for example, all of the internal costs except for our mission, 
our mission chiefs, are paid for by Egypt. 

The commodities come from Commodity Credit Corporation here, 
and ICA reimburses CARE for the ocean freight. On that particular 
srogram most of the cost comes not out of contributions of individuals, 
but from these various factors that are available at the present time. 

We could increase our distribution in Egypt quite substantially with 
the local government paying eee 2h of the costs. 

In Iran, to give you a specific example, CARE started there 2 years 
ago. In order to do atrial run to see that all the bugs were out of the 
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operation, we operated in two provinces—they do not call them prov- 
inces, but two sections of Iran. ; 

When we finished that program, we applied to ICA for a substantial 
increase in commodities, for this current year. We submitted our pro- 
gram in January, and got a reply in June. The reply in June said 
CARE could have only 80 percent of the commodities it distributed 

est year because of the Francis policy. Under the Francis Committee 
policy the next year CARE was required to distribute only 70 percent 
of what it did last year. ‘The year following 60 percent, and then 50 
percent. CARE had to have a signed contract with the Government 
of Iran saying that they understood we would be out of there in 7 
years. ’ pe 

This is now the policy of the United States under the Francis Com- 
mittee policy report. 

Mr. Poacr. You say that is committee policy. What committee are 
you talking about ¢ gf . 

Mr. Cameseti. Clarence Francis is the White House adviser on dis- 
tribution of surplus commodities. He has a committee made up of 
representatives of each of the nine agencies of Government which are 
concerned with surplus distribution. 

They decided they should sit down and work out a policy. The 
policy, in general principle, is that the United States cannot feed the 
world forever. All programs should have a standard policy to phase 
out of operation. 

With that we agree. The CARE board decided several years ago 
that we should never go into a country unless we had an arrangement 
for phasing out of that country whenever the time and circumstances 
indicated that to be the best public policy. 

But in administering this program, the Francis Committee has de- 
cided that in each country, each of the voluntary agencies must distrib- 
ute less each year than it did the year before. 

In Iran, we cannot get as much of the commodities as we asked for 
because of this policy. The year before, we operated in but two 
provinces instead of in the entire country. 

Mr. Quiz. In other words, you go into a new country and establish a 
program, but after it has been established you have to arrange for a 
phase-out of the program. 

Mr. CampsrLy. That is right. 

Mr, Quiz. Does this have anything to do with the black market 
trade which seems to crop up wherever this program exists ? 

Mr. Camprett. We have had no complaints about blaek market 
operations. I will tell you how this happens. 

Mr. Quire. You have had no complaints about CARE ? 

Mr. Campsety. That is right. 

Mr. Quire. But there have been complaints about other voluntary 
agencies, 

Mr. CampseLy. That is right. 

In the CARE operation, we have our own personnel in each coun- 
try. These are U.S. personnel, who supervise the distribution right 
down to the point of consumption, whether it is a hospital, a school 
feeding program, an old people’s home, or whatever the institution is. 
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Our representatives work with local people in initiating the pro- 
gram. We make periodic inspections. We get signed receipts, and 
we police distribution as carefully as it is possible to police it. 

Some of the other agencies, because of their setup, feel they have 
to turn the commodities over to indigenous personnel in the country, 
We do not. We have a contract with the Government saying that we 
will send in U.S. personnel, and we will be responsible all the way 
down. 

We pay them very well, not as well as Government employees, but 
better than most people in the service agencies. We pay them well 
enough so that we can hold on to good people, and so that there is no 
incentive for them to yield to any temptation along the line. 

Mr. Quire. Why do the other voluntary agencies not operate in the 
same way ? 

Mr. Campse.t. I missed the first part of your sentence. 

Mr. Quire. I say, why do not other voluntary agencies, then, have a 
program of distribution of food like you do, in order to prevent black 
market operations ? 

Mr. CampseLy. Well, some of them are different types of organiza- 
tions. That is, take World Church Service, for example. It would 
be very embarrassing for them to say to a church agency in Greece, 
“We are going to send in some Americans to see that you are honest 
about this.” 

But often there are temptations for some of the people involved, 
where there is no supervision from the outside. For hungry people, 
temptation might be a little too great. Ssome foods may get into the 
black market because somebody was hungry. 

I do not say this in criticism of the other agencies at all. I am just 
pointing out that CARE, at least, as one of the agencies, can super- 
vise it. 

Mr. Quie. I know some of the problems which exist in the other 
agencies, privately they will admit, and that they are trying to wipe 
them out. 

Mr. Camppety. It is a very understandable and human problem. 


Mr. Quire. The last question I have is on page 6, when you talk about | 


CARE. You say “Not only is it a cooperative * * *,.” 

What was the reason for saying that? Is there something about it 
being a cooperative which should give it priority? I do not under- 
stand that “it isa cooperative.” 

Mr. Campsety. My salary is paid by the Cooperative League of the 
U.S.A. My job is to promote cooperatives. Naturally we are very 
proud of the fact that CARE is a cooperative. 

CARE is so well known for what it does that very few people know 
what it is. It is the Cooperative for American Relief Everywhere. 
It is incorporated under the District of Columbia Cooperative Cor- 
porations Act. 

It is owned by 26 members, each of them having one vote per member, 
regardless of how much money they put in in the first place, or the 
size of their membership. 

It is a nonprofit organization, and the surplus is distributed in 
proportion to the wishes of the people who sit on that board represent- 
ing the organizations. 
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So is a true cooperative, just like the co-ops in your territory that you 
are so familiar with. 

Mr. Quire. Are those 26 individuals? 

Mr. Camrsetyt. No. Those are 26 organizations. They include, 
in addition to the Cooperative League, my own organization, the Na- 
tional Grange, the National Farmers Union, the American Federation 
of Labor and CIO, Credit Union National Association, the Lions, the 
Eagles, the Methodists, the Brethren, the Congregationalists, and so 
forth. 

These 26 national organizations are all nonprofit in character. They 

ut up the money to start CARE. They provide one board member 

om each organization to determine policy. 

None of the board members are paid. 

That is why I make a point of the “cooperative” character of CARE. 
It is just part of my promotion activity. 

Mr. Que. A little advertising. 

Mr. Campsety. A little advertising. [Laughter. ] 

This is the only compensation I get for all the time I put in on 
CARE. 

The Cuarrman. Is that all? 

Mr. Prrnie. I did want to ask you one question. I was quite inter- 
ested in the background of CARE, and in the way in which it has effi- 
ciently attempted to stimulate interest in people to have in people who 
have not, and I assume that it has had a cultural value, too, in its 
exchange because people have come to understand each other better by 
these contacts. 

Mr. Campsetu. That is right. 

Mr. Prnie. But when you suggest that perhaps we should round 
out what we have to offer by including something not in surplus, then 
you create a real problem for this committee, because we are charged, 
are we not, only with disposing of surplus in a way so that we will 
promote the agricultural economy ? 

Mr. Camesetyi. You will notice in my testimony I did not suggest 
that you give to CARE anything that is not in surplus. 

I did not hear the witnesses this morning, so I am not sure just 
what they said. I believe that the primary appeal is for you to make 
available from the general surplus to the voluntary agencies what 
there is in the general surplus instead of waiting until oversea sales, 
domestic welfare programs, and so forth, are all taken care of. 

Mr. Prrnte. I was referring to your reference to your school pro- 
gram in Greece. 

Mr. Campsey. Yes. 

Mr. Pirnte. And elsewhere, I suppose the same rule would apply ? 

Mr. Campsety. I was not saying that you should buy cheese and 
give it to us. 

I was just illustrating what an impact it is to lose cheese in a pro- 
gram over there. CARE does and should buy commodities to supple- 
ment what is available in surplus, and we are doing that now to round 
out our packkage. 

_Mr. Pmnim. Then you would agree that there would be no obliga- 
tion to provide the commodity unless it was in surplus? 

Mr. Campseti. That is right. 


4427359 ——49 








762 EXTENSION OF PUBLIC LAW 480 


We would like a change in the priorities, if we could, and a central- 
ized administration that could make some commitments in advanee 
to us. There is nobody who can make that kind of a commitment to 
us now. We would also like to negotiate to purchase some commodi- 
ties at concessional prices where that is in the public interest. 

Mr. Pirnie. Yes. You understand in our attempt to develop mar- 
kets we want to develop the type that would bring a profit to our 
economy. 

Mr. Campsety. That is right. 

Mr. Prrnie. In other words, to restore normal markets as soon as we 
can; and that might be one of the elements in bringing that about 
might it not? ; 

Mr. Campsety. That is right. 

Actually we want to develop new markets and abnormal markets, 
In the use of the dried skim milk, for example, we have created a 
taste for milk and a use for it through the school lunch programs in 95 
countries, so these youngsters grow up, they have tasted milk, they 
know what it is like. There will be a market developed over the years, 
not a big one, but an additional market, that is very important to the 
American farmer. 

Mr. Prrnte. And you feel that it serves quite a valuable purpose in 
that direction ? 

Mr. Camppetyt. That is right. 

Mr. Prrnte. Stimulating the desire for the products ? 

Mr. Campsett. Yes, sir; it certainly has. 

Mr. Pirnte. And changing the eating habits, perhaps, of some of 
the people ? 

Mr. Campsetu. Yes, indeed. 

Mr. Prientr. That is all, Mr. Chairman. 

The CuarrMan. Thank you very much, sir, for your appearance, 

Mr. Camesetyt. Thank you. 

The Cuarrman. Mr. David Whatley. 

Mr. Tracue of California. Mr. Chairman, before we do have the 
next witness, I have a request to make. I have not taken any time 
today, and that request is this: I have, in brief, a little something I 
would like to read into the record, and the request is that it be included 
in the portion of the record pertaining to the barter aspects of the 
Public Law 480 program, if that is not too difficult. 

The CuatrMan. It may be inserted at the appropriate place in the 
record where barter was being discussed. 

Mr. Tracue of California. It is only a few lines long, and I would 
like to read it, if I may. 

The CrHatrman. The data referred to will be inserted right after 
Mr. Palmby’s testimony. 

(The data will be found on p. 773.) 

Mr. Tracur of California. First, I would like to say that we have 
had before this committee a lot of hearsay and opinion evidence, which 
is quite proper. That is in keeping with the custom of committees of 


Congress. 
I received today a letter from a Mr. Gerald J. Griffin, whose address 


is 736 Toro Canyon Road, Santa Barbara, Calif., containing a tear | 
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sheet or a section of what appears to be a newsletter, such as Kip- 
linger’s News Letter, and saying this: 

Scandal in Government stockpiling of so-called strategic materials: It has 
gotten to be a racket, full of deceit and mercenary motives. Originally stock- 
piling was meant as protection in case of a major war—all sorts of stuff— 
copper, lead, zinc, nickel, manganese, tungsten. But the thing goes on, never 
ends—hundreds of millions every year—tucked away in Government ware- 
houses, not needed, gathering dust, costly. 

We now have over $8 billion worth of stuff stockpiled, over twice as much as 
the Government intended. And why keep adding to it. 

It’s a scheme to support metal prices—that’s the real reason. It’s a subsidy 
to the mining industry—more production, more profits. Can’t consume it. Can't 
even sell it—for that would break the markets. : 

Congress investigate? No, afraid to. Congress cut the outlay? No, afraid 
to do that, too—afraid of mining industry and its lobby. 


Mr. Chairman, I know that is not a correct allegation. 

We are not afraid of the mining lobby, but I think it is highly 
important that this point of view, at least, be fully considered by the 
committee, as I know it will, when we do get into executive session 
on this bill. 

The Cuamrman. Thank you very much, Mr. Teague, 

Mr. Whatley, I am going to ask you to give way to Mr. Lawrence 
W. Fletcher. He is from out of town. 

Mr. Wuattey. Yes, I will be happy to. 

The Cuatrrman. And it would be a great inconvenience for him to 
keep him waiting. 

Mr. Wuattey. All right. 

The Cuatrman. Come around, Mr. Fletcher, and we will hear Mr. 
Whatley immediately after you. 

Mr. Fiercuer. Thank you, Mr. Whatley. 

The Cuarrman. Mr. Fletcher, will you identify yourself and your 
associate there for the record. 


STATEMENT OF LAWRENCE W. FLETCHER, PRESIDENT, WATER 
RESOURCES ENGINEERS, INC. 


Mr. Fiercuer. My name is Lawrence Fletcher. I am connected 
with the Water Resources Engineers, and also, incidentally president 
of a small nonprofit corporation known as Technical Missions; 

We do a little work, about $100,000 a year in equipment, to hos- 
pitals and radio stations and mission boards abroad, and I mention 
this because it will counteract some influence of the testimony I have. 

Dr. Adkins here, Edwin Adkins, we have been associated a bit in 
some of this work. 

One reason we are asking him to speak now is that he has to leave, 
he is winding up the national continental classroom program for NBC 
for which he has been the coordinator, and he is also the representa- 
tive of the American Association of Colleges for Teacher Education. 
4 ay CuarrMAN. Do you want us to ask him to present his statement 

Mr. Frercuer. Well, it fits right in here just a little way down, and 
I think it will be a little bit more logical, otherwise I would have him 
to do it now. ' 

The Cuarrman. You may proceed. 
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Mr. Fiercuer. We are certainly not professional people presenting 
these things before the committee, and we will probabl make some 
boners, and we are not lawyers, so it will not be legal, but as far ag 
terminology 

Mr. Tracur of California. Pardon me, Mr. Chairman, but that jg 
refreshing. 

Mr. Fiercuer. There is nothing here against lawyers. We haveto 
have them, and we have to have a lot around our company, but I 
showed you that I am not professional. 

We do appreciate this opportunity to express our views about Public 
Law 480 with particular reference to section 104(E). 

I recently returned from a 4-month trip abroad through more than 
20 odd countries. About half of these being in the undeveloped cate- 
gory. As I said, I am not an expert in this field or in any Govern- 
ment matters, but would like to give my impressions on some of the 
things that I observed and which may have a bearing on this legisla- 
tion. 

First, I would like to say that the caliber of our governmental 
resentatives which I met while abroad was very high indeed without 
exception. And I feel that generally our efforts as a country to help 
people in these undeveloped areas have been quite successful. This 
judgment is partially based upon the reaction of the various peoples 
of these countries. When they learned that I was an American in- 
stead of being from some other Western country, the reaction was 
invariably positive. This was true in all classes of society. Their 
expressions unmistakably showed genuine pleasure in seeing someone 
from the United States, particularly a private citizen. 

The attitude of these people was borne out in greater detail by their 
response to both direct and indirect questions, and these questions 
showed that it was not—showed that it was an attitude of quite gen- 
uine friendship and admiration for what we are doing rather than a 
fawning expression of, well, someone who was wanting a bigger 
“handout.” 

Now, the funds generated by the shipment of our agricultural sur- 
pluses abroad offer an opportunity to do a great deal of good for both 
the recipients and ourselves. 

I do not think it is only humanitarian, but I think it is one of the 
most hard-headed, practical, commonsense things that our Govern- 
ment has ever done. In fact, it is 15 years since I have been down toa 
committee before, and I stepped in, even though we are in the midst 
of one of our most busy times companywise, but we should not: kick 
the politicians unless we are willing to come down and have our say. 

As I said, this is a great deal of good for both the recipients and 
ourselves. 

The way in which this whole program is handled can be crucial as 
to how much good or conversely how much harm is done, When either 
making or reexamining a policy it seems to me one of the first things 
to do is to clearly define our objectives. Do we want to foster a bu- 
reaucratic, socialistic type of society in these countries we are helping? 
Or do we want to do all that we can to encourage free enterprise and 
the spirit of self-help? If the latter is our purpose, certain sections of 
Public Law 480 should be expanded and emphasized. For example, 
the business loans through the Export-Import Bank should be encour- 
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aged and expanded. Also greater opportunities of developing what 
has been called human resources should be sought and expanded. It 
is the spirit of self-help and independent “get up and go” which has 
made America what it is. And if we are ever to get out of this busi- 
ness of pouring money and resources in the less developed areas we 
must make this approach. 

Here I would like to have Dr. Adkins give his statement. 


STATEMENT OF EDWIN P. ADKINS, NATIONAL COORDINATOR, CON- 
TINENTAL CLASSROOM, AMERICAN ASSOCIATION OF COLLEGES 
FOR TEACHER EDUCATION 


Mr. Apxins. Mr. Chairman and members of the committee, may I 
preface my remarks with the statement that it is not my purpose to 
consider favorably or unfavorably any particular kind of aid to for- 
eign countries. Nor is it my intention to criticize in any way either 
the kind of aid we have given in the past or the ways in which that 
aid has been administered. Both of these areas are outside my special 
fields of knowledge. Rather, it is my purpose to comment upon cer- 
tain principles and methods which, if intelligently applied, might well 
lead to a more friendly reception of our efforts by foreign peoples and 
thus lead the way to a realization of the goals for which we strive. 

Our foreign aid es in all its forms, is massive. By its very 
nature a program of this magniture, it seems to me, introduces the pos- 
sibility of mismanagement, especially abroad, and particularly if the 
people receiving the aid are not clear in their own minds as to what 
the whole thing is all about. 

We may distribute billions, but unless there is a real understanding 
and agreement among equals, between those giving and those receiv- 
ing, the result may negate the pespers of the program. Where we 
expect, and from our point of view have every right to expect, friend- 
liness to result, we may get instead an enmity which baffles our under- 
standing. This has happened frequently in the past and will happen 
in the future. There are many reasons for this, of course, but, in my 
opinion, chief among them is that we Americans do not understand 
the people, oftentimes, with whom we are dealing. Nor do we, in 
many cases, make a determined effort to correct the situation. Igno- 
rance of this kind can only tend to breed additional misunderstanding, 
distrust, and enmity in spite of our millions. 

In the fields of education and public relations it has long been ac- 
cepted that a development of understanding must precede all else; 
that there is no substitute for a face-to-face, Senile approached dis- 
cussion of issues by all parties concerned; and that such discussions 
must be entered into by equals who, in good faith, examine all facets 
of a situation from every point of view. Agreement may not be 
reached on all points, nor is it necessary that it should be. The goal 
to be sought is an understanding of the honesty, good intention, and 
good will of all concerned. 

All of this may sound impractical, theoretical, and impossible of 
achievement, part of our well-intentioned aid down the proverbial 
rathole. Many approaches to the problem are possible. Student ex- 
change, many parts of our agricultural aid, and other portions of our 
foreign aid program are effective because certain of the principles 
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outlined above have been followed. But we must continue to strive 
in every possible way to achieve an understanding abroad which will 
insure good use of the aid we offer. 

By way of illustration, may I suggest one additional way in which 
his end could be achieved. A series of conferences, preferably spon- 
sored and financed by American industry and labor but supported b 
the Government, could be arranged in Africa, the Middle East, and in 
Asia. These should be relatively small in size, with no more than 30 
to 40 people in attendance. The members would not be drawn from the 
top level of officialdom, but from lower, operating levels. In the fields 
of business, labor, agriculture, education, and the professions, men of 
good will can be found. The purpose then so be to sit down to- 
gether and to discuss on a true basis of equality what we have to 
share with each other. If there is to be financial or other aid, what 
kind should it be? How should it be administered to achieve best re- 
sults? What has been wrong in the past, and why? Culturally, what 
can be shared? Condescension in any form would be out of place at 
such a conference. <A real effort would be made to fully understand 
the other’s point of view, his cultural background, and his real feel- 
ings toward himself and the rest of the world. 

From such conferences might begin to flow an understanding, on 
our part and on the part of others, which could make the expenditure 
of our millions in foreign aid much more worthwhile. It would be 
an educated process for all, accruing to the benefit of all. Through 
the expenditure of a few thousand dollars in this way, we might well 
insure the effectiveness of our immensely greater costs in the field of 
foreign aid. The nations of Africa and Asia are exploding before 
our eyes. The average American knows very little about these parts 
of our shrinking world. 

I think it is time we honestly went out to learn. 

I might say, in passing, that there is no particular point in this 
legislation which makes it possible to use any fund for purposes of 
this kind. 

It may be, however, something worth the committee’s consideration. 

The CuarrmMan. Thank you very much, sir. 

Mr. Fiercuer. I will finish off then, unless you have a question. 

Mr. Dixon. Mr. Chairman, if I may interrupt, isn’t there a pos- 
sibility in this legislation of using some of these foreign funds for the 
purposes suggested through the amendment we put into 480 last year? 

The Cuartrman. I thought so. 

Mr. Drxon. I think that is right; also through the Cooley amend- 
ment. 

Mr. FiercHer. Which is that, sir? 

The Cuairman. Dr. Dixon, he sponsored this amendment with this 
objective in mind. 

Mr. Dixon. Just exactly what we wanted. 

Mr. FiercHer. Would that be under 401(h) ? 

The Cuarrman. I do not know what section it is, but it is referred to 
as the Dixon amendment. 

Please proceed with your statement. 
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STATEMENT OF LAWRENCE W. FLETCHER—Resumed 


Mr. Frercuer. Thank you, sir. 

If we are ever to get out of this business of pouring money and 
resources in the less developed areas we must make this SEprCech. 

On the other hand, if we follow suggestions that have been made 
to this committee to expand public works, we will develop a public 
dole attitude on the part of the recipients. This approach may re- 
mind us of the PWA days of the 1930’s. If we develop attitudes 
and habits of depending upon our continued bounty, we will wreck 
our economy. , 

I might modify. that by saying that I think our Government and 
people are too smart to let that happen, but they might call a screech- 
ing halt to our giving out of these funds, and I think there has been 
a lot of hue and cry about that. 

Then these very people will hate us for what we have done. They 
will then “bite the hand” that has ceased to feed them. 

May I make a few remarks about our agricultural surpluses and 
the contrasting conditions of hunger in some areas abroad. It would 
seem that our logical approach to this problem would be to transfer the 
intelligence and energies which have built surpluses in the United 
States and direct them to do this very same objective in the hungry 
areas of the world. 

Incidentally, we have a couple of men on our staff who are par- 
tially responsible in some small way at least for surpluses, Dr. Frank- 
lin J. Jones, who developed herbicide 240 and 245-D, and Dr. Herbert 
Shatz, who was the codeveloper of streptomyocin and other agricul- 
tural things. 

We intend to use these men in our distribution abroad of these prod- 
ucts, and others, and we are trying to do something about this our- 
selves and make a little money on it, make our living. 

In other words, let us move the lawn sprinkler from the already 
soaking area of our lawn to the dry and parched portion. Of course 
this is a very difficult thing to do, but we can at least move in this 
direction. For instance, I have made tentative arrangements with a 
couple of American businessmen who are selling agricultural machin- 
ery in Afghanistan, and chemicals, and to set up, to help set up, dem- 
onstration farms to promote that business and to help these economies 
abroad and the people there. 

These farms will be operated by ordinary people under our sug- 
gestions and advice. We are quite sure this can be made self-sustain- 
ing and possibly with a slight profit. 

We believe that the people of these countries will be very receptive 
to the new ideas which have been carried out by their friends and 
neighbors rather than foreign government experts and college pro- 
fessors which they may think they cannot compete with or carry out 
their plans. 

Perhaps they feel they themselves can do it “if George can.” I 
mentioned this idea to our distributors in Karachi, Pakistan; Teheran, 
Tran; and Beirut, Lebanon. In each case the response was more 
than positive. In fact each one wanted to start right away. Of 
course my reply was that we had to do one project at a time, and 
get it going. 
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Now these distributors are hardheaded and practical businessmen | 7 
and not wild-eyed visionaries. They were only too anxious to share | 1 
their time and possibly a certain amount of their money in projects r 
of this type. Perhaps some of the Public Law 480 funds could be | 
used to assist in “private-public related” projects such as these men- d 
tioned above. Tk. 

I wish to thank you for the time you have taken in listening to us, T 

The CuatrmMan. Thank you very much, Mr. Fletcher. f 

Mr. David Whatley. 9 

Mr. Garurines. Is Mr. Whatley the last witness? 

The CuHarrman. Yes. a 

STATEMENT OF DAVID WHATLEY E 

Mr. Wuattey. Mr. Chairman, I am very reluctant to trespass upon ; 
the committee’s time at this late hour, but I always appreciate very s 
much your courtesy in hearing me on this subject, and I should like | 6 
to bring forward certain points not made by other witnesses in your A 
long and exhaustive hearings on this point. - 

First, may I briefly revert to the suggestion made by the last wit- re 


ness, Mr. Fletcher, and Dr. Adkins, that the currencies might be used 
for the payment of local costs of transportation for conferences that h 
would promote the development of the recipient countries. 

I believe that can be done in one of two ways: One, by a directive 


' 

in the report of this committee on the bill asking the Department of ' tt 
State to request the authorization and appropriation acts under | 4 
104(h), the Smith-Mundt amendment added last year for this par- | a 
ticular purpose. It is my impression that that is not being done, | 

A similar area that is being neglected in this field are the indi- en 
vidual trips by American citizens who are bona fide scientists who to 
would be going abroad on their own initiative to study certain par- wi 
ticular scientific problems. we 


An example would be one, I know, of a distinguished nutritionist 
who is about to go to India and needs financially the slight assistance li 
of only $500 worth of rupees for travel within India to develop nv | 
trition studies which would benefit not only India but the United ar 
States in nutrition research. 

But this is not the type of project that either the Departmentof ty 
Agriculture or the National Institutes of Health would normally a 
finance. They usually finance from 480 currencies only broad projects 
of research undertaken after exhaustive studies by their advisory gy) 
groups, and so forth. fo 

There is now pending in Congress the proposal of the President 49 
for utilizing these various foreign currencies contained in Senate : 





Document.38. di 

It was proposed too late to be considered by the House Appropria- | sey 
tions Committee, and is now before the Senate Appropriations Com: | 
mittee which has met on it this morning. to 


The document is well worth the time of the committee memberst0 = we 
read because it is an extremely effective and condensed discussion of th; 
the utilization of these Public Law 480 currencies, together with the ; 
other currencies. sul 

But you will note in particular the disparity that exists in the al- | 
locations of the currencies between those which by law now require | 
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no authorization of appropriation acts in advance referred to in table 
1 of that document—table 2 of that document, as illustrative use of 
roceeds under permanent authorizations. 

Those, of course, as you know, would be under 104(a) for market 
development and utilization research by the Department of Agri- 
culture; those for binational centers and publications under the 
USIA under 104(i) and (j); those under the Department of State 
for educational exchange under (h), and the American-sponsored 
schools under (j). 

But the amendments added all of the additional uses that were 
added last year, you may recall, at the instance of the House Ap- 
propriations Committee, which insisted upon their prerogatives in 
this respect, and requires the advance authorization in the appropria- 
tion acts, except for one, and that was 104(k) which, by legislative 
accident, happened to have been enacted in the Mutual Security Act 
of last year, and in the hurried redraft of that subsection before the 
conference report was agreed upon, at the insistence of the House 
Appropriations Committee, the language of that subsection, use for 
research, requires actual appropriations of dollars to buy the cur- 
rencies. 

Therefore, the use of these currencies under 104(k) for research 
has been retarded and discouraged considerably in the past year. 

The language of 104(k) has been of very little assistance in fa- 
cilitating the use of currencies for this purpose over the previous au- 
thority which was contained in 104(f) which permitted any inci- 
dental use by Federal agencies if the currencies were purchased with 
appropriated dollars. 

This impediment of 104(k), however, will probably be mitigated 
considerably by the language which was added as an amendment 
to the Mutual Security Act, signed by the President last Saturday, 
which merely changes the requirement for appropriations in ad- 
vance to permit merely the authorizations by appropriations bills. 

So that hereafter in future years I believe the use of Public 
Law 480 currencies for research will be facilitated. 

This was an amendment which I suggested to Senator Humphrey, 
and which I hope the committee will not object to. 

I should like to refer to a second amendment to 480 adopted in 
the same bill, which I cannot take full blame for; I suggested it in 
a different form. 

It would permit the donation domestically of these agricultural 
surpluses to the needy people in this country as a priority over sales 
for foreign currencies under title I or sales or grant under section 
402 of the Mutual Security Act. 

I believe this would conform with the wishes of the committee. I 
did not consult the committee on it, but I believe this would be the 
sentiment of the Congress. 

The language is not mandatory, but it is in the sense of a directive 
to the Congress—from the Congress to the executive branch that this 
would be done insofar as it could be practically administered, and 
that will permit some leeway. 

An example would be the use of soybean meal abroad which is un- 
suitable, I believe, for donation to the needy in this country. 
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The people in this country are not hungry enough to eat soybean 
meal, but it has been very acceptable abroad, and could be used under 
the language of this amendment which, incidentally, also expands the 
operations of section 416 to permit—this was not my suggestion—to 
permit the donation of commodities that are not in the stocks of CCQ, 

This would expand 416 from its historic concept to one in the nature 
of section 32 funds, except that under section 32, as you know, the 
distribution to the needy is limited to the needy in the country. 

Now, just to refer briefly to the testimony of Mr. Campbell and 
the witnesses for the voluntary agencies this morning, and express 
the hope that the committee, before it marks up the bill or at some 
time this session, would call upon the officials in ICA who now have 
the primary responsibility for allocating the amounts of surplus com- 
modities to these various voluntary agencies, in spite of the legisla- 
tive history of the Congress to the contrary, as to an explanation 
of their rationale for an arbitrary restriction that cuts across the board 
country by country. 

I believe that such a hearing would indicate to those officials that 
this was not the intention of the Congress, and if there may be any 
doubt about that, may I express the hope that this sentiment would 
appear in the report of this committee on the pending bill. 

May I endorse under title 2 the provisions of the chairman’s bill, 
H.R. 7983, which makes title 2 permanent. Title 3 is permanent; 
and titles 2 and 3 have been dovetailed over the years to such an extent 
that it would be effective administratevely if they were both in the 
same status. 

I submit that we will always have in the foreseeable future a sur- 
plus of certain commodities, particularly grains, and so long as we 
have these surpluses in the stocks of CCC, I do not suggest that title 
2 be expanded beyond the stocks of CCC, that there should be a per- 
manent authority to make these available for disaster relief, at least. 

I should like to endorse the provisions of the administration bill 
on title 2 which expands the operations to permit by a donaton—that 
would fit, I think, within the framework of what the Congress would 
like—that this program under title 2 should be expanded beyond one 
of strictly disaster relief, and that is the interpretation that ICA 
has placed upon it. 

It has not utilized the authority that was enacted in 1956, pursuant 
to the amendment of the chairman on the House floor, by the addition 
of the words “or extraordinary” to permit these commodities to be 
donated in refugee situations, such as the Arab refugees in their con- 
tinuing state of need. 

That has been hardly used at all, and for the first 6 months of the 
past fiscal year, less than $10 million worth of these commodities were 
used under the broad authority of title 2. 

It is astounding how that operation has been limited. 

If there be any limitation imposed upon the amounts of title 2, Mr. 
Chairman, may I suggest that the limitation of dollars to be reim- 
bursed to CCC not apply to grains. 

Language which might accompilsh that would simply say : 

“That, provided, however, that the above limitation of $250 mil- 
lion” or whatever you decide upon—“shall not include the acquisition 
and storage costs of grain or the products thereof.” 
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May I suggest further that in your decision as to the total amounts 
to be authorized annually under titles 1 and 2, that you might see 
fit to combine the two so that $21% billion, may I suggest, could ve 
effectively be utilized annually under both titles 1 and 2 combined, 
particularly if the committee decides to adopt the worthwhile sug: 
gestions made by the executive branch in the expansion of titles 1 
and 2, providing for the establishment of food stockpiles, national 
food reserves in the recipient countries, and that on this point, may 
I suggest, that those food reserves might, in your discretion, be limited 
to grains, and that there be some provision in the bill or an under- 
standing in the agreements that establish these reserves that these 
stockpiles of national food reserves would be rotated in such a manner 
that there would be no undue spoilage. 

I believe such an agreement would be very easy to accomplish and 
might be done administratively without a directive placed in the act 
itself, but rather in the report. 

The various bills refer to limitation under title I of $114 or $2 
billion annually, and I suggest that a more realistic goal might be 
$214 billion annually or $2 billion annually, if you would apply the 
annual limitation cumulatively so that this would be $2 billion for 
each year in which the Public Law 480 program has been enacted. 
That would be since the fiscal year of 1953. 

On title I, I will not burden you with further testimony, Mr. 
Chairman, except to endorse the provisions of the Department of 
the executive branch proposal, particularly with the addition of the 
authority to permit these currencies to be used for nonfood relief in 
the refugee situations. 

That is a flagrant omission that the Congress has overlooked in 
previous years, and there is still apparently a disposition not to use 
the authority that was enacted in the conference report last year 
in which the conferees directed the executive branch to utilize the 
existing authority under the first phrase of 104(e) to permit grants, 
together with the last proviso of section 104, which permits the Presi- 
dent to waive section 1415 to permit grants. 

As you will recall, the conference report said that loans for certain 
purposes, such a health and education, which were non-self-liquidat- 
ing projects, were not suitable, and that the executive branch should 
use grants in such cases more frequently. 

Mr. Douglas Dillon, in testifying before the Senate Foreign Rela- 
tions Committee on the Mutual Security Act this year, indicated that 
there was still confusion as to the legislative intent on that. I had 
rib that at least the report of the committee would clarify that 
urther. 

In this connection may I point out that the executive branch has 
utilized this authority sparingly in certain countries where the Bu- 
reau of the Budget considers that we have a surplus of the currencies. 

The reports do not indicate that explicitly. I shall submit, if I 
may, a table which will show the countries where loans are made. 

The last semiannual report of last January indicated that a total 
of $216 million equivalent had been set aside under 104(e) for 
grants—for economic development. But this is during the whole 
period of the program and includes—and this is an important omis- 
sion in the report—approximately $100 million that was previously 
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granted under 104(c) to Yugoslavia as a military project to build | a: 
the Adriatic Highway. | 
But the Congress subsequently decided that military assistance to | 
Yugoslavia would be illegal and, therefore, this $100 million wag | pr 
transferred from 104(c) to 104(e) so that the total amount showin 
in the tables for grants under 104(c) could be reduced by $100 mij- | 
lion, that $100 million. 7 
But since the conference report all grants have been used predomi- 
nantly as directed by the Congress for health, education, and other do 
non-self-liquidating projects for the development of human resources |__| 
and skills, and they have gone further than that and conformed with the 
the policy to persuade the Government of India to utilize a grant cw 
that was made to them on another rationale back in 1956 for these ; 


ee 


projects. 
So the executive branch is utilizing this sparingly, but in accord tin 
with the wishes of the Congress, and, I believe, they should be com- ; 


mended for that. 
May I make one final suggestion on the Cooley provision, Mr, | me 
Chairman. I suggest that the Congress might wish to add to 104(e) 
provisions for Cooley loans that preference for these loans should he 
granted in relation to their effectiveness in developing the economy 
and new markets for our own agricultural commodities. 
In some countries the amount of money available for Cooley loans | 
is very scarce, and the Export-Import Bank each month has to close | 
out applications for loans for certain countries. | Hon 
But within those countries where the money is scarce, I think it { Wa: 
wouuld be desirable that a company which would promote increased 
agricultural exports or which would promote the development of the mat 
foreign country and our mutual security interest should have prefer- } “"y, 
ence over, we will say, a Coca-Cola company which would merely | wor, 
build a plant and supply consumer goods and strictly luxury com- _ load 


modities. on 
The Cuatrman. Don’t you think that those in charge of the pro- a 


gram would give preference to the programs which were calculatedto jg 
expand markets for agricultural products over applications by Coca- | unlo 


Cola or Pepsi-Cola or some other soft drink? hold: 
Mr. Wuattiey. No. I have talked with the officials of the Export- = 
Import Bank in charge of that, and they say there is no legislative from 
history which would justify them in granting such priority. | in tl 
The Cuarrman. Have they made any loans to Pepsi-Cola or Coca- ao 
Cola? 
Mr. Wuarttey. I have no idea. I do not know what loans they an : 
have made. (The 
The Cuarrman. The reason I was asking you is that I had some 9% 


information some weeks ago that either one or the other of the soft 55°. 
drink manufacturers had made an application for a loan to build 4 
plant in some foreign country, and one of the competitors did not 
think it was fair siace his company had already spent its own money 
in the same country or some other country for the same purpose. _ 
But I had no idea that they would give preference to a soft drink Mem 
manufacturer over Quaker Oats or somebody like that who is going P. 
to build an oatmeal factory. eure 
Mr. Wuattey. That would be a preference when the loan is made | Huds 
toa foreigner, if the objective of the loan would promote the expanded | Jame 
; ta hec at is av in which | A8tor 
exports of American products because that is the only way in which | 
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a foreign individual or firm can get a Cooley loan, which is for that 
particular purpose. 

The CrrarrmaAn. That is what I thought, and on that particular 

rogram I did not recall having received any complaint at all. 
r. WHAtteY. No. 

The CuHairMAN. I think the program has been operating very well. 

Mr. Wuatiey. It is my understanding that it has. 

The CuHamrMaNn. You do not think they need any more authority to 
do the thing that you were talking about; do you? 

Mr. Wuatiey. Yes, Mr. Chairman. There is no legislative history 
that would indicate that within the group of applications for scarce 
currencies for a particular count 

The CuatrMan. Couldn’t we take care of that in the report? 

Mr. Wuartey. I believe so. They would follow your directive, but 
thus far they have no legislative eee on that. 

The CuarmrMan. Thank you very much, Mr. Whatley. 

Mr. Wuart ey. I am very grateful for the time you have given 
me. 

(The following data was submitted to the committee:) 


U.S. DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
GRAIN DIVISION, 
Washington, D.C., August 6, 1959. 





Mr. JouN J. HEIMBURGER, 

Counsel, House Committee on Agriculture, 
House Office Building, 

Washington, D.C. 

Dear Mr. HEIMBURGER: This is in reply to your telephone request for infor- 
mation about the quality of the wheat unloaded from reserve fleet ships during 
the last 12 months. 

Hudson River reserve fleet——Twenty-one ships containing 4,764,363 bushels 
were unloaded; 17 ships showed the wheat to be the same grade as when 
loaded. In four ships containing Spring Wheat there was a drop of one grade 
due solely to a change made in U.S. grain standards in 1957, resulting in different 
standards being applicable when the wheat was unloaded. (The oldest wheat 
loaded out was put in ship in 1953.) 

James River reserve fleet.—Thirty-six ships containing 8,137,253 bushels were 
unloaded; 29 ships showed no change in grade. In the seven other ships (35 
holds) containing Spring Wheat there was a drop of grade in wheat from 31 
holds due solely to the difference in U.S. grain standards effective when the 
wheat was loaded and when it was unloaded, and a drop of one grade in wheat 
from another hold due to a three-tenths of 1 percent increase in foreign material 
in the sample used for grading purposes. Parts only (18,824 bushels of the 
remaining three holds were changed to sample grade probably due to small 
leaks of water. (The oldest wheat loaded out was loaded in 1954.) 

Astoria reserve fleet——One ship unloaded; a drop of one grade due solely to 
the change made in the U.S. grain standards while the wheat was in store. 
(The ship was loaded in 1954.) 

Olympia reserve fleet.—Six ships unloaded; no change in grade for one ship 
a mote data for the others not yet received, (These ships were loaded in 

Very truly yours, 
Raymonpd J. Potiock, Director. 


GRAIN STORAGE IN SHIPS 


Memorandum to the Chairman: 
The Maritime Commission (Captain Kriner) informs me that the Maritime 


Commission now has grain stored in ships at the following locations: 
Bushels 


nam: OD gM ee er rer 14, 191, 336 
a a 15, 207, 253 
ea al 9, 364, 398 
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All of the grain presently stored is wheat. The ships are equipped with y 
lating devices that blow fresh air into the bottom of the holds and the Marj 
Commission says it is informed that the wheat is generally in “excellent egy 


tion” when it is removed. The oldest grain in ship storage has been there ¢ 


years and the briefest storage period is 6 months at the present time. 


I have requested from the Department of Agriculture more detailed data a 


to the condition of the grain removed from ships in the past year. 
JOHN J. HEIMBURGER, 


Counsel, House Committee on Agriculture, — 


STATEMENT ON H.R. 6684—‘“Foop ror PEACE”—syY REPRESENTATIVE Byroy 


JOHNSON BEFORE THE HOUSE COMMITTEE ON AGRICULTURE 


Mr. Chairman, I speak in support of my “Food for Peace” bill, H.R, 6 
There is wide agreement within the country that the United States should deyots 


a portion of its surplus to help meet human need throughout the world. 
is a growing recognition that food is itself a form of capital and can be y 
to help finance the accumulation of capital in underdeveloped countries, 


Unhappily, the administration appears to prefer a year-to-year approach whey 


the circumstances, both at home and abroad, justify a long-term program, 
Our capacity to produce agricultural goods in excess of our domestic ne 
and in excess of normal exports at world market prices, is now clearly est 


lished. Even if American imports were to increase so as to provide mop 


U.S. currency to foreign countries, it is unlikely that food would 
high on the list of priorities because the dollars would largely go to count 


that do not need the benefits of increased food stocks. This balance can oni 


be redressed by something like a “Food for Peace” program, whether itt 
called UNRRA, Marshall plan, foreign aid or food for peace. 

My bill accepts the principle that the United States should commit itself gz 
for a 10-year period so as to provide the assurances which foreign count 
need, namely, that in tying to this program, they are tying to a conting 
program and not a year-to-year program. 


Moreover, the United States, as the original sponsor of the United Nation 


has pledged itself to strengthen the United Nations and to use the Unit 


Nations in support of its international programs. The food for peace program) : 


a perfect opportunity to use the United Nations and thus strengthen it 
strengthen the ties of international cooperation and friendship. 
Under the provisions of my bill, therefore, the President is authorized § 


cooperate with the Secretary General of the United Nations in both bilatem 
and mutilateral operations with other United Nations member nations thi 


wish to further their own economic well-being and the objectives of the Un 
Nations either through contributions or use of surplus foods and fibers. 


Mr. Chairman, I have voted reluctantly for measures which restricted @ 


output of food and fiber in the United States. I believe that the Ame 


farmers and the American people are properly reluctant to see the Congre 


restrict the production of food and fiber when they know that there are hu 


and naked people in the world in need of that food and fiber. I believe that & 
peoples of the world would appreciate and applaud our action in continuim 


and strengthening legislation which demonstrates our willingness to hart 


our plenty to the world’s needs. For this is the way to demonstrate in om 


day and generation that this Nation can beat its swords into plowshares 
its spears into pruning hooks. Anything less than this is a betrayal of 


political and religious heritage. And it is a betrayal of the needs of manki od. 
The Cuarrman. The committee stands adjourned until tomorno# 


morning at 10 o’clock. 


(Whereupon, at 4:40 p.m., the committee recessed, to reconveé 


at 10 a.m., Thursday, July 30, 1959.) 
x 
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